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August 29, 1990. The next summary of the 
Agricultural Income and Finance Situation 


and Outlook is scheduled for release on 
Wednesday, December 12, 1990. Summa- 
ries of Situation and Outlook reports may be 
accessed electronically through the USDA 
CID system. For details, call (202) 447- 
5505. 


The Agricultural Income and Finance Situ- 
ation and Outlook is published four times a 
year. Subscriptions are available from ERS- 
NASS, Box 1608, Rockville, MD 20849- 
1608. Or call, toll free, 1-800-999-6779 
(weekdays, 8:30-5:00 ET). Rates: 1 year 
$12, 2 years $23, 3 years $33. Foreign 
customers should add 25 percent for sub- 
scriptions mailed outside the United States. 
Make check payable to ERS-NASS. Single 
copies are available for $8.00 each. 


Time to renew? Your subscription to Agri- 
cultural Income and Finance Situation and 
Outlook expires in the month and year 
shown on the top line of your address label. 
If your subscription is about to expire, renew 
today. Call 1-800-999-6779. 
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Summary 

The Iraqi situation has pushed the price 
of crude oil up sharply. If a price 
increase of $10 per barrel is maintained 
for the remainder of the year, agricul- 
tural fuel expenses will be 10 percent 
higher than in 1989. This compares 
with a 5-percent increase forecast ear- 
lier. The effects on fertilizer and chem- 
ical expenses are negligible for 1990, 

_but will probably be more pronounced 
next year because most application is in 
the spring. Acres planted and applica- 
tion rates are likely to be altered by 
higher priced manufactured inputs and 
increased transportation costs. 


Net farm income for 1990 is still fore- 
cast to be in the range of $47 to $52 
billion, compared with $47 billion last 
year. Net cash income is projected at 
$59 to $63 billion in 1990, gaining 
about one-tenth over last year. 


Total cash receipts are expected to be 6 
to 8 percent above last year’s. Both 
crop and livestock sales are likely to 
advance $4 to $7 billion, putting 1990 
total cash receipts at $168 and $172 
billion. Direct Government payments 
and other farm-related income sources 
are down slightly from 1989; the current 


forecast of gross cash income is $183 to 
$189 billion. 


The current forecast of cash expenses is 
$124 to $127 billion, up 1 to 3 percent 
over 1989. Total production expenses 
are expected to be from $144 to $148 
billion. Items estimated higher for 1990 
include fuels, marketing/storage/trans- 
portation, and cash rent. 


The gain in total cash receipts is 
expected to raise net incomes in all five 
farming regions. Receipts in the three 
livestock categories (red meats, poultry, 
and dairy) are expected to reach or 
exceed 1989 levels. The growth in live- 
stock receipts is projected to range from 
about 2 percent in the South Central 
region to 10 percent in the Northeast and 
Midwest. The Midwest and South Cen- 
tral regions, which typically provide the 
most feed grain and cotton sales, are 
likely to gain more than 10 percent in 
cash receipts for crops, while other 
regions’ crop receipts will probably 
grow | to 4 percent. 


Most regions show higher expenses 
than last year. The increase is mostly in 
the Midwest, which shows a 3- to 4-per- 


cent rise. The Northeast has the highest 
increase in cash expenses (6 to 7 per- 
cent) while the Southeast shows a pos- 
sible decline. 


The 1990 balance sheet reflects a strong 
position for U.S. agriculture. Most 
financial ratios are indicating improve- 
ment in the sector. Rising asset values 
and steady debt point to healthy net 
worths. The value of U.S. agricultural 
assets is estimated at $810 to $820 bil- 
lion, up 2 to 4 percent over 1989. The 
increase is due mostly to rising farm real 
estate values. Nonreal estate assets are 
expected to increase 2 to 3 percent. 
Real estate debt is forecast to fall 2 
percent by the end of 1990, while non- 
real estate debt should be relatively sta- 
ble. 


Performance of the general economy 
will be strongly influenced by how long 
the Middle East crisis continues and 
how high oil prices climb. Current con- 
ditions point to a dampened demand, 
slower growth, and higher inflation. 


GLOSSARY OF TERMS IN FARM INCOME AND FINANCE 


Net cash income—is the difference between cash receipts, farm-related income, and direct Government payments, and cash 
expenses. This cash-based concept measures the total income farmers receive in a given year, regardless of the year in which 
the marketed output was produced. It indicates the availability of funds to cover cash operating costs, finance capital 
investments and savings, service debts, maintain living standards, and pay taxes. 


Net farm income—is the difference between gross farm income and total expenses. This accrual-based concept measures 
the profit or loss associated with a given year’s production. Additions to inventories are treated as income. Nonmoney items 
such as depreciation, the consumption of farm-grown food, and the net imputed rental value of operator dwellings are 
included. 


Net cash flow—measures cash available to farm operators and landlords in a given year. It is calculated by adding gross 
cash income, the change in loans outstanding, net rent to nonoperator landlords, and the net change in farmers’ currency and 
demand deposits, and subtracting gross cash expenses and gross capital expenditures. This financial indicator indicates the 
ability to meet current obligations and provide for family living expenses, and to undertake investments. 


Debt/asset ratio—measures both proportional owner equity in the farm and the financial risk exposure of the operation (the 
extent to which the farmer has borrowed against assets). It is calculated as total debt outstanding as of January 1, divided 
by the farmer’s estimate of the current market value of owned assets of the farm business. 


| Equity level—measures net worth. It is the hypothetical balance that would remain from the sale of assets and paying off 
existing debt. It is calculated as total operator assets minus operator debt outstanding. 
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Farm Income Outlook 


Increasing Cash Receipts Raise Farm Finance Forecast 


With increased production and steady prices, 1990 sales will 


jump to new record. 


SEES TS 2 SE NY I EE EN SAS SS DL PO 


Growth in farm sales is expected to 
eclipse sinking direct payments and 
mounting expenses to boost farm 
income. Net cash income is projected 
at $59 to $63 billion in 1990, up about 
one-tenth over last year. Accounting 
for inventory and noncash items, the 
forecast for net farm income is from 
steady to a 10-percent gain this year. 


Total cash receipts are expected to be 6 
to 8 percent above last year’s. Both 
crop and livestock sales are likely to 
advance $4 to $7 billion over last year, 
putting 1990 cash receipts at $168 to 
$172 billion. Livestock receipts are up 
$4 billion from earlier forecasts. Crop 
sales, direct Government payments, and 
other farm-related income sources are 
also up slightly, so the current forecast 
of gross cash income is $5 to $6 billion 
higher than previously published. 


Net farm income for 1990 is still fore- 
cast to be in the range of $47 to $52 
billion, up from $47 billion in 1989 and 
$5 billion above last May’s projection. 
However, the value of inventory change 
is down $2 billion from projections 
made in May and farm expenses are $3 
billion higher. Quantities of feed crops, 
soybeans, and cotton expected to be har- 
vested this year have been lowered, and 
more grain was sold early in 1990 than 
anticipated. Although soybean and cot- 
ton prices have risen, this is offset by a 
drop in the volume of stored crops from 
earlier estimates. 


Tight Supplies, Strong Demand 
Leading to Record Sales 


The outlook for wheat and corn sales is 
essentially unchanged from earlier fore- 
casts, with food and feed grains provid- 
ing $27 to $31 billion in cash receipts. 


Although wheat prices are expected to 
be 20 percent below the 1989 average, 
a 30-percent gain in production likely 
will keep cash receipts at or above last 
year’s $7 billion. Corn production is 3 
percent less than projected in the spring, 
but still expected to be up 4 percent from 
1989. The annual corn price averages 
about the same as last year. 


Feed crop cash receipts are expected to 
be $2 to $ billion higher than last year. 
The outlook for 1990 soybean and cot- 
ton cash receipts has improved. Pro- 
duction estimates have been revised 
downward due to bad weather and acre- 
age reductions, pushing prices for both 
commodities higher than projected in 
May. Rather than turning down, soy- 
bean cash receipts are now expected to 
be about the same as in 1989, while 
cotton cash receipts are forecast to rise. 
This year’s crop sales are forecast to 
total $79 to $82 billion. 


Livestock receipts are expected to range 
from $88 to $91 billion in 1990. A $4 
billion increase in the forecast of live- 
stock receipts is mainly the result of 
revisions to milk prices. The expected 
average annual price rose about 10 per- 
cent in May, putting the 1990 price fore- 
cast 5 percent higher than last year’s 
estimate. Cash receipts for all dairy 
products are $3 billion higher than prior 
forecasts and are now expected to show 
an increase over 1989. 


Expect Moderate Growth 
in Expenses 


The current forecast of cash expenses is 
$3 billion higher than in May, pointing 
to a 1- to 3-percent increase over 1989. 
Total production expenses are expected 
to be between $144 and $148 billion, up 


$1 to $5 billion from last year. 
Expenses for fuels, marketing/stor- 
age/transportation, and rent have risen 
since prior forecasts. Depreciation of 
farm buildings and equipment was 
revised downward about $1 billion for 
1990. 


The most recent projections of feed 
prices show about a 3-percent decline 
from last year. However, livestock 
numbers are expected to increase 
slightly, keeping the forecast of 1990 
feed expense about the same as last 
year’s $23 billion. Prices of feeder live- 
stock have declined from earlier fore- 
casts but are still 3 percent above last 
year, accounting for a modest increase 
expected in feeder expense. 


Persian Gulf Fallout 
Already Evident 


The forecast of fuel expense is higher 
because the August price of crude oil 
rose about $10 a barrel following Iraq’s 
invasion of Kuwait. If this price holds 
for the remainder of the year, fuel 
expense will be 10 percent higher than 
in 1989. This compares with a 5-per- 
cent increase forecast earlier. Effects of 
the price hike on fertilizer and chemical 
expenses are negligible for 1990, but 
could be more pronounced next year 
because most application is in the 
spring. Number of acres planted and 
application rates are likely to be altered 
by the prospect of higher priced manu- 
factured inputs (fertilizer, pesticides, 
and fuels) and increased transportation 
costs. Over the last three years, manu- 
factured items have accounted for 16 to 
17 percent of all cash production costs, 
with fertilizer and pesticides accounting 
for some 10 percent and fuels and oils 
accounting for 4 to 5 percent. 
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ne oth crop andlivestock receipts are forecast up for 1990, totaling between $168 and $172 billion. Expenses 
re also up, but only moderately, so net cash income should rise about 10 percent to between $59 and $63 
illion. Net farm income is also up, ranging trom $47 to $52 billion. 


Billion dollars 










| Despite higher priced oil, 


; . Crop receipts 71.4 75 79 to 82 
a farm finances are positive ives tock Eecerote 78.8 84 88 to 91 
ee for 1990: TOTAL CASH RECEIPTS 150.2 159 168 to 172 


>| @ Cash income is up $4 to $8 bil- F = forecast. See Appendix for more detailed receipts data. 


lion 
| © All regions should share in 


i: higher incomes, although not 
| proportionately 


Table 2--Production expenses creeping up 





8 Higher oil prices will affect har- 


_ vesting, but most other expenses Farm-origin inputs 5601 39 38 to 42 

fied : Manufactured inputs 18.4 21 20 to 23 
have already been incurred Total interest Charades 1Se2 15 14 to 15 
t h ae: Other operating expenses 33.0 36 36 to 40 
e With land values rising, equity Other overhead expenses 28.5 32 31 to 34 
continues to improve TOTAL PRODUCTION EXPENSES 131.8 143 144 to 148 
Cash expenses 112.0 123 123 to 127 


F = forecast. See Appendix for more detailed expenses data. 





Figure 1 
Real Cash Receipts Falling Short of 1970’s 
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Figure 2 
Trends In Real Income and Expenses 
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Sales Swell in All Farming Regions 


Increases in cash receipts are forecast for nearly all farm products. Expenses 
are up also, but less than receipts, so net incomes should rise in all regions. 





The gain in total cash receipts is 
expected to raise net incomes in all five 
farming regions. Receipts in the three 
livestock categories (red meats, poultry, 
and dairy) are expected to reach or 
exceed 1989 levels. Growth in live- 
stock receipts is projected to range from 
about 2 percent in the South Central 
region to 10 percent in the Northeast and 
the Midwest. The Midwest and South 
Central regions, which typically pro- 
vide the most feed grain and cotton 
sales, are likely to gain more than 10 
percent in cash receipts for crops, while 
other regions’ crop receipts will proba- 
bly grow 1 to 4 percent. 


Cash expenses are expected to increase 
1 to 3 percent overall this year. How- 
ever, forecasts show expenses declining 
in the Southeast. The Northeast has the 
highest percentage change projected in 
cash expenses, 6 to 7 percent. Most of 
the expense increase accumulates in the 
Midwest, which shows a 3- to 4-percent 
rise. 


Regional Gains Uneven 


The $5 to $9 billion increase expected 
this year in farm sector net cash income 
is not evenly distributed. Improve- 
ments in regional incomes are likely to 
be less than 5 percent in the West and 
South Central regions and more than 15 
percent in the Midwest and Southeast. 
The Midwest’s increase in net cash 
income is nearly 55 percent of the gain 
expected in the farm sector. The Mid- 
west accounts for more than 70 percent 
of feed and oil crop sales, 50 percent of 
beef and hog receipts, and nearly 45 
percent of dairy product revenue. 


Current forecasts of the Southeast’s 
livestock receipts are up 5 percent from 
last year, with poultry contributing most 
of the advance. Recent forecasts of 
poultry cash receipts are up $1 billion 
from earlier projections, and nationally 
show a gain of as much as $2 billion 
over last year. The Southeast sells more 
poultry than any other region, 35 to 40 
percent of the U.S. total, but less than 10 
percent of other types of livestock. 


Figure 3 
U.S. Regions 





The Southeast generates 20 to 25 per- 
cent of all vegetable and fruit sales, and 
15 to 20 percent of oil-crop receipts. 
These crops are less likely to show big 
gains in receipts this year than the feed- 
grain crops, but crop sales are forecast 
to be up 4 to 5 percent. With lower 
expenses, net income will increase more 
than 15 percent. 


The improved outlook for poultry and 
dairy receipts raised bottom-line pros- 
pects for the Northeast, which usually 
provides about 20 percent of total dairy- 
product sales and 10 to 15 percent of 
poultry cash receipts. Livestock cash 
receipts are expected to be up $500 mil- 
lion in 1990, pushing net cash income 
up over 10 percent in the Northeast. 


Crop receipts are projected to be up 10 
to 15 percent over last year in the South 
Central region. The recent improved 
outlook for cotton receipts has a big 
impact in this region, which usually 
accounts for more than 50 percent of 
cotton sales. With Government pay- 
ments off over 30 percent and cash 
expenses steady, net cash income will 
rise less than 5 percent this year. 


In the West, crop and livestock sales are 
expected to be up less than $1 billion in 
1990. Farms in the West usually pro- 
vide 25 percent of food-grain receipts, 
slightly less than 35 percent of cotton 
revenue, nearly 65 percent of fruit sales, 





and 55 percent of vegetable cash 
receipts. Fruit and vegetable receipts 
are not projected to increase overall this 
year. Even with an increase in direct 
payments and a small increase in cash 
expenses, the West will account for less 
than 5 percent of the growth in net cash 
income expected in the farm sector. 


Direct Payments Will Be Down 


Direct payments are forecast to fall 10 
to 15 percent this year on average. In 
the last 5 years, the Midwest has 
received 55 to 65 percent of direct pay- 
ments; the South Central region, 15 to 
24 percent; the West, 11 to 16 percent; 
the Southeast, 5 to 7 percent; and, the 
Northeast, less than 3 percent of all 
direct payments. 


The Northeast, Southeast, and South 
Central regions anticipate payments to 
be 25 to 30 percent less than in 1989. 
Deficiency payments received in 1990 


are projected to be lower than last year — 


for all crops except wheat. Wheat 
prices have been falling since harvest. 
Since the Midwest and West usually 
receive the largest shares of wheat defi- 
ciency payments, slightly more than 50 
percent and 25 percent, direct payments 
are not expected to drop as sharply in 
those regions. In the West, direct pay- 
ments are currently forecast to be up 
more than 15 percent from last year. 
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R eg onal income is forecast up more than 15 percent in the Midwest and Southeast, but less than 5 percent 
n the West and South Central regions. Net cash incomes should also be up for most farm types. Fruit 
| and vegetable operations and nurseries and greenhouses, however, could see incomes off slightly. 
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Government Cash Gross cash Net cash 


Be. alee. Billion dollars ; 
Northeast | 3.5 6.4 0.3 6b 10.5 4.0 
Midwest 24.9 33.8 10.5 46.5 71.4 24.9 
_ Southeast 10.7 11a the 15.2 24.1 8.8 

South Central en 11.8 2.7 15.7 22.8 7.0 
_ West 19.4 12.9 2.1 24.0 35.6 11.6 
eh: 1988 

Northeast 3.8 6.5 2 6.8 10.8 4.0 
_ Midwest Eo 33.8 9.4 47.6 La0 23.4 
Southeast 12.0 11.6 9 16.1 25.6 9.6 
South Central 8.8 12.8 ae 16.6 24.9 8.3 
_ West — 21.1 14.1 det 24.9 38.1 13.2 
1989 
Northeast 4.0 Te if 7.5 11.5 4.0 
Midwest 27.4 Sian 6.0 L456 71.4 18.7 
Southeast 12.9 12.8 -8 17.7 Ohek 10.0 
_ South Central 8.6 13.8 ZnS 17.9 26.4 8.5 
mee west.) 22.6 14.8 1.4 27.0 40.4 13.4 
eee oS0E | | 

_ Northeast: 4.1 7.8 2 8.0 12.5 4.5 
_ Midwest 30.6 38.8 5.4 54.7 76.8 22.0 
Southeast 13.4 1335 6 17.4 29.1 ATS 
- South Centra 9.8 14.1 Vet 17.8 26.6 8.8 
22.8 15.4 1.6 20.5 41.0 13.7 
= forecast. 
Table 4--Net cash incomes are up for most farm types 
Gross cash Cash Net cash 
income expenses income 
Fahitht YDChmnn (°F sans Ss oes sc ee eS ace ce el Ee Sop cea sr 
1989  1990F 1989  1990F 1989 1990F 
Billion dollars 
Cash grain 40.7 43 31.3 32 9.4 ll 
Cotton 5.3 6 2.9 3 2.4 3 
Tobacco 2.7 3 2a 2 -6 1 
Fruit-veg. 18.0 18 bins 5 12.6 12 
Other crops 8.4 9 7.6 8 a 1 
Nursery 7.5 8 4.4 4 3.1 3 
All crop farms 82.6 86 53.7 55 28.9 31 
Red meat 51.5 54 44.6 45 7.0 9 
Dairy ‘ on a ioe He oe 5 
Other livestoc : : i 
All lvstk. farms 94.9 100 69.1 70 2548 30 
F = forecast. 
iy 
= 
Pf 
ee, 7 
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Balance Sheet Outlook 


Farm Assets and Equity Continue Climbing 


With continued strong land values, farm asset values are rising. Debt is relatively 
steady, so 1990 balance sheets are showing healthy net worths. 
SEEDS RTF LUPE SR RTS PS TE ces 


The continuing improvement in the 
financial position of U.S. agriculture is 
reflected in rising farm asset and equity 
values. Farm real estate assets are fore- 
cast to increase 2 to 4 percent in 1990 
while farm debt is expected to fall $1 to 
$2 billion. Farm equity is likely to 
rebound further to between $685 and 
$695 billion by the end of 1990. 


Farm Asset Growth 


The value of U.S. agricultural assets 
(excluding operator households) on 
December 31, 1990 is forecast at $810 
to $820 billion, up 2 to 4 percent over 
the previous year. The increase is due 
mostly to rising farm real estate values. 
Real estate values have been revised to 
reflect recent data on farm buildings 
from the Agricultural Economics Land 
Ownership Survey (AELOS) and the 
Farm Costs and Returns Survey 
(FCRS). 


Nonreal estate assets are expected to 
increase 2 to 3 percent in 1990. Live- 
stock and poultry inventory values are 
expected to rise to $70 to $74 billion. 
The farm value of machinery and equip- 
ment rose about $3 billion in 1989, and 
is expected to rise another $2 to $3 
billion in 1990. The value of crop 
inventories rose slightly to $23.5 billion 
in 1989 and will probably rise another 2 
percent in 1990. Farm financial assets 
are expected to remain at about $37 
billion through the end of 1990. 


Farm Debt Down Slightly 


Farmers Home Administration (FmHA) 
loan balances fell $2.9 billion in 1989, 
more than offsetting the $400 million 
increase in debt held by all other lend- 
ers. FmHA debt should decrease 
another $4 billion in 1990, as the agency 
continues to work through its problem- 


loan portfolio. Both farmers and lend- 
ers can be expected to maintain a con- 
servative attitude toward debt-financed 
expansion, as uncertainty about future 
energy costs and interest rates dampen 
demand for new loans. 


Real Estate Debt Down, Other 
Debt Up Slightly in 1990 


Real estate debt declined almost 4 per- 
cent in 1989, and is forecast to fall 
another 2 percent by the end of 1990. 
While FmHA debt is being reduced, 
other real estate lenders are anticipated 
to increase loan volume slightly. Life 
insurance company (LIC) farm loans 
increased 3 percent in 1989, the first 
annual increase in LIC debt since 1981. 
Several life insurance companies antic- 
ipate active participation in Farmer Mac 
and are expected to increase lending 
efforts. Nevertheless, life insurance 
company debt is forecast to decrease 2 
percent in 1990. 


Nonreal estate debt should be relatively 
stable through the end of 1990. Exclud- 
ing the anticipated FmHA decrease, 
loan balances held by other lenders are 
expected to rise more than 4 percent. 
While farmers’ improved financial 
position has lessened the demand for 
most nonreal estate loans, farm input 
suppliers, particularly cooperatives, 
appear to be offering purchasers favor- 
able terms. Also, a significant increase 
in machinery purchases would likely 
raise the demand for loans from com- 
mercial banks, Production Credit Asso- 
ciations, and individuals and others 
through farm machinery financing cor- 
porations. 


Equity, Returns, and Cash Flow 


Farm equity is expected to be up 3 to 4 
percent in 1990, marking the fourth year 


of increase. Real farm equity (mea- 
sured in 1982 dollars) is forecast to fall 
slightly in 1990. 


Rising farm sector asset values, returns 
on assets, and cash flow continue to 
strengthen farmers’ financial position 
and support relatively high returns to 
farm assets and equity. As 1990 returns 
to farm assets are forecast to rise at 
about the same rate as farm real estate 
values, the rate of return on farm assets 
from current income is expected to 
remain between 4 and 5 percent. The 
rate of return on equity from current 
income is expected to range from 3 to 4 
percent in 1990. 


The projected total real rate of return on 
assets ($ 1982), which includes both 
returns from current income and returns 
from real capital gains, is expected to be 
between 4 and 5 percent in 1990. This 
reflects modest increases both in land 
prices and in returns to farm assets. The 
total real rate of return on equity is also 
expected to be between 4 and 5 percent. 


As the total real return on assets has 
been rising faster than the real cost of 
debt, the spread has been rising from 
negative values since 1984, reaching 
nearly 2 percent in 1987. However, the 
spread is expected to be between 0 and 
-2 percent in 1990. This suggests that 
debt financing may be somewhat less 
profitable for the farm sector in 1990. 


Cash flow after interest ($ 1982) was 
about $38 billion in 1989 and is 
expected to be about $41 to $43 billion 
in 1990, reflecting somewhat higher — 
expected real gross cash income and 
lower real gross cash expenses in 1990. 
This expected increase in net cash 
income offsets larger interest payments 
in 1990. 


ih 
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____ Asset values are forecast up 2 to 4 percent this year, due mainly to rising land values. With debt levels 


remaining fairly steady, equity should increase. FmHA debt continues to fall while other lenders are 
} increasing loan volume. 
LARS AL I TA IELTS ST SBE 
pan 
i Table 5--Nominal balance sheet shows improvement, but in real terms it is off slightly 1/ 
RS ORR ia ORS Ae SRSA min a wie ae Aa one See a Selma wie wa se ee Sa ee eee ee ene ease ess 
iy PLL! ZeORE A Current dollars _ Deflated dollars ($1982) 2/ 
Year wee eh Assets {de ge Liabilities Equity Assets Liabilities Equity 
Billion dollars 
| 1985-87 710.3 149.9 560.4 623.3 131.8 491.6 
= 1988 760.0 131.4 628.6 626.5 108.3 518.2 
1989 791 129 662 626 102 524 
1990F EPS. 810 to 820 125 to 131 685 to 695 615 to 625 94 to 100 518 to 528 
F = forecast. 1/ Excludes operator households and CCC eiiiod Fei BaReth 127 Daflated by the GNP imGlicit orice. 
deflator, 1982 = 100. pe sa Cc ity loans. 2/ Deflated by the GNP implicit price 
\ 
{ 
oy Table 6--Debt to most lenders is down this year 
5 Lender 1985 1986 1987 1988 1989 1990F 
ri ; Million dollars Billion dollars 
dy Real estate 88,612 80,826 74,144 69,693 67 64 to 68 
Federal Land Banks_ : 37,405 31,872 27,623 25,511 24 e25ntone> 
Farmers Home Administration 8,761 8,749 8,546 8,093 7 4 to7 
Life insurance companies 9,741 9,059 8,216 7,907 8 i tond 
Commercial banks | 9,599 10,783 12,294 13,033 14 14 to 16 
eae facility 307 123 46 21 1/ 1/ 
S Individuals & others 22,800 20,241 17,419 15,128 14 13: itom5 
S Nonreal estate 77,524 66,563 62,012 61,734 62 60 to 64 
b Commercial banks 33,738 29,678 27,589 28,309 29 29 to 32 
=. PCAs & FICBs 14,002 10,317 9,384 8,766 9 9 to 11 
Farmers Home Administration 14,714 14,425 14,123 12,899 11 7 to 10 
CP Individuals & others 15,070 12,143 10,916 11,760 12 12 to 14 
ae Total debt (excluding CCC) 166,136 147,389 136,156 131,427 129 i25eton 15) 


I F = forecast. 1/ Less than $500 million. 


Table 7--Rates of return on assets and equity falling in 1990 1/ 





Returns to assets Returns to equity 
Year Real Real 
Income capital Total Income capital Total 
gains gains 
Percent 

1985-87 4.1 0.3 4.4 2.4 1.3 37 

1988 4.5 2.7 7.2 32 4.1 Tie 

1989 4.9 8 bel 3.7 1.8 565 

pat 3 1990F 4to5 -1to0 4 to 5 3 to 4 0 to 1 4 to5 

F = forecast. 1/ Excludes operator households. Totals may not add due 
ty to rounding. Returns to assets and equity are calculated using the average 


of the current and previous years’ assets and equity, respectively. 


© 
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Recent Financial Conditions 


Survey Shows Financial Conditions Continue Improving 


USDA's 1989 Farm Costs and Returns Survey finds farm businesses ending the 


decade on a strong note. 


Sixty-three percent of farms surveyed in 
the 1989 Farm Costs and Returns Sur- 
vey (FCRS) were in a favorable finan- 
cial position, up from 57 percent in 
1988. These profitable, low-leveraged 
businesses are able to take advantage of 
investment or expansion opportunities. 
Although negative income and high 
debt caused 5 percent of farms to be 
categorized as vulnerable, this figure 
was down from 7 percent in 1988. The 
improvement in financial performance 
reflects a resurgence in farm income 
following 1988’s drought, coupled with 
gains in real estate values over the last 
4 years. 


Bright Picture for Income, Profit 


Farmers enjoyed higher cash earnings 
in 1989 as a result of increasing com- 
modity receipts, offsetting lower direct 
Government payments and higher oper- 
ating expenses. Both average net farm 
income and net cash income climbed. 
The increase in average income was 
widespread across sizes, regions, and 
production specialty. Income rose most 
for farms with gross sales below 
$40,000, for farms located in the South- 
em Plains, Southeast, and Corn Belt, 
and for farms specializing in cotton and 
dairy products. The only reduction in 
net farm income occurred in the North- 
em Plains, 


A larger share of farms had positive net 
farm income in 1989 (69 percent) com- 
pared with 1988 (64 percent). The share 
increased for all sizes of farms, with the 
largest gains in the $20,000-$39,999 
economic class (12 percentage points). 
Regionally, the largest advances were in 
the Lake States, Com Belt, Northeast, 
and Appalachia. The Delta, Northern 
Plains, Mountain, and Pacific regions 
saw decreases. Dairy and tobacco oper- 
ations led all production specialties with 
85 percent earning positive net farm 
income. Farms that specialized in the 
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production of vegetables, fruits or nuts, 
and “other” field crops were the only 
farm types that experienced a decline in 
the share of profitable farms. 


Asset Values Rising, Debt Stable 


Average debt/asset ratios have been 
declining since 1986 when they peaked 
at 0.22. For 1989, the surveyed farmers 
reported asset values increasing and 
debt remaining constant. Most of the 
increase in assets was in real estate val- 
ues, which represented more than 70 
percent of the total. Farm equipment, 
livestock inventory, and crop inventory 
were each about $2,000 higher than in 
1988. There was a small decline in the 
value of purchased inputs, while other 
assets (primarily savings and accounts 
receivable) fell by 16 percent. Equity 
increased 15 percent, continuing the 
recovery from the erosion which took 
place in the early 1980’s. 


High-Debt Farms Decrease 


The share of farms with debt/asset ratios 
above 0.40 fell 3 percentage points from 
1988. This continues the downward 
trend begun in 1986 when more than 20 
percent of farms showed a high 
debt/asset ratio. Farms with ratios 
above 0.40 owed 45 percent of total 
farm debt, compared with 51 percent in 
1988 and 67 percent in 1986. At the 
other extreme, 48 percent of all U.S. 
farms ended 1989 with no outstanding 
liabilities, the same proportion as 1988. 
Farmers’ general reluctance to take on 
debt stems from experiences of the early 
1980’s and the availability of internal 
funds. 


The most dramatic decline in the pro- 
portion of high-debt farms occurred in 
the Lake States, Corn Belt, and Pacific 
regions. The Northeast, Appalachia, 
Southeast, and Southern Plains had less 
than 10 percent of farms with debt/asset 


ratios above 0.40. Cotton, poultry, and 
dairy farms were more inclined than 
other production specialties to use debt 
capital; 70 percent had debt at the end 
of 1989. The proportion of high-debt 
farms increased among cotton, and nur- 
sery and greenhouse operations. 


The incidence of debt is related to farm 
size. Only 17 percent of the largest 
surveyed farms (more than $500,000 in 
gross sales) had no yearend debt, com- 
pared with a debt-free share of more 
than 60 percent among farms with sales 
below $10,000. 


Total farm debt owed by financially vul- 
nerable farms was $13.9 billion in 1989, 
compared with $20 billion at the end of 
1988. This continues the downward — 
trend in debt owed by vulnerable farms, 
which peaked at $34.2 billion in 1986. 
Although vulnerable-farm debt fell for 
most lenders, the largest reductions 
occurred for Production Credit Associ- 
ations, Farmers Home Administration, 
and Federal Land Banks. The largest 
share of vulnerable-farm debt was owed 
to commercial banks (43 percent), fol- 
lowed by Farm Credit System lenders 
(22 percent) and the Farmers Home — 
Administration (19 percent). 


A farm’s financial condition was 
measured by jointly considering 
the net farm income position (pos- 
itive or negative) and the amount of 
debt relative to assets (above or 
below 0.40). Farms with positive © 
income and low debt are regarded 


as favorable, while those with neg- 
ative income and low debt are con- 
sidered in a marginal income posi- 
tion. Those with positive income 
and high debt are characterized as 
marginal solvency, and those with 
both negative income and high 
debts are vulnerable. | 








Table pecan oe operating and financial characteristics of U.S. farms by economic class and financial position, 


Economic class Financial position 
$250,000 or $40, 000- Less than 
BPE i) oe Ue more $249,999 $40,000 Favorable Vulnerable 
Percent Percent 
All surveyed farms : 5.9 24.8 69.4 62.8 4.8 
Primary occupation farming 96.7 90.9 39.6 59.0 38.1 
Favorable. 64.5 67.6 60.9 
Marginal income 13.8 1955 30.8 
Marginal solvency 15.7 12.9 3.4 
Vulnerable 6.1 4.2 4.9 
Cash grain 27.0 33.0 16.4 21.6 26.0 
Other crops 26.5 13.3 19.5 18.8 16.7 
Beef, hog, sheep 23.5 (Abo 52.6 44.3 45.1 
Other livestock 23.0 26.6 11.6 15.4 ene 
Acres per farm Acres per farm 
Acres owned 1,094 530 120 298 153 
Acres operated 1/ 2,205 915 165 467 427 
Dollars per farm Dollars per farm 
Livestock sales 280,077 48,769 4,700 32,592 31,970 
+ Crop sales (incl. net CCC loans) 262,740 40, 163 BA 30,384 24,481 
+ Government payments 22,124 8,632 787 4,090 ; 
+ Other farm-related income 35,882 7,644 1,366 5, 367 5,028 
= Gross cash income 600,822 105,208 10,024 72,434 66,648 
- Cash expenses 440,716 77,836 11,429 47,760 84,466 
= Farm operation 
net cash farm income 160,106 erate -1,405 24,674 =17,818 
Net cash income 
including contractors’ share 2/ 252,041 37,945 223 34,417 211), 937, 
Nonfarm income 20,867 17,946 29,508 23,051 St ie 
Total assets 1,599,701 609 , 986 229,896 417,824 257,761 
Total debt 269,367 80,326 17,812 28,907 166,657 
Ratio Ratio 
Ratios: 
Debt/asset 0.17 0.13 0.08 0.07 0.65 
Return on assets -08 .03 =n -05 = 
Cash expenses/gross income 33 14 1.14 -66 1.27 
Interest/gross cash income .05 -08 sae} .05 0 


Source: 1989 Farm Costs and Returns Survey, USDA. 1/ Defined as acres owned Pace acres rented (excluding AUM 
land) minus land rented to others. 2/ Farm operator net cash income plus the value of products removed by 
contractors minus expenses reimbursed to operators. 
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General Economy 


Despite Oil Price Shock, Continued Growth Likely — 


The recent oil price shock will probably slow growth and worsen inflation. 


A hindrance to the economy in the 
immediate future will be the oil price 
shock, which will increase inflation dur- 
ing the third quarter. The extent of the 
effects and the severity of the impact 
will depend on the how long the Middle 
East crisis continues and how high the 
price climbs. The inflationary effects 
are likely to continue even after oil 
prices have stabilized. 


Recent revisions in gross national prod- 
uct (GNP) estimates indicate less 
strength in the economy than previously 
assumed. In addition, events in the 
Middle East are likely to dampen over- 
all demand, so the current outlook is for 
sluggish growth during the rest of 1990 
coupled with higher rates of inflation. 


Interest Rates Stabilized in First 
Half 


Interest rates remained relatively flat 
throughout the second quarter com- 
pared with the first-quarter average. 
The Federal funds rate averaged 8.3 per- 
cent in the first half of 1990, 30 basis 
points below the 1989 fourth-quarter 
average. The prime rate did not change 
during the first half of 1990, but stood 
50 basis points below the 1989 fourth- 
quarter average of 10.5. Long-term 
Treasury bond rates, a measure of infla- 
tion expectations, averaged 8.7 percent, 
about the same as 1989. 


During July, the Federal Reserve low- 
ered the Federal funds rate slightly. 
Board Chairman Alan Greenspan testi- 
fied before Congress that the action was 
taken for technical reasons and was not 
indicative of a weakening economy. He 
noted that although banks were cautious 
about committing to new loans and were 
holding additional resources to meet 
capital requirements, the economy was 
not facing a credit crunch: 
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Figure 4 


Quarterly GNP Growth Revised Downward 


% annual rate 
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Food Price Hikes Driving Inflation 


During the first half of 1990, inflation 
was at an annual rate of 5.9 percent, as 
measured by the Consumer Price Index 
(CPI). That compares with 3.6 percent 
for the six months ending in December 
1989. Food prices rose moderately dur- 
ing the second half of 1989 but 
increased at a faster rate between Janu- 
ary and June of 1990, reflecting price 
hikes in meats, poultry, fish and eggs, 
and fruits and vegetables. Excluding 
food and energy, the underlying rate of 
inflation averaged 4.1 percent and 5.7 
percent for these six-month periods in 
1989 and 1990. Méedical-care costs 
increased about 9 percent during both 
periods, and apparel and tobacco price 
advances boosted the CPI for the first 
half of 1990. 


GNP Revisions 


In July, the Department of Commerce 
released revised GNP estimates. Eco- 
nomic growth in the past three years has 
not been as rapid as previously esti- 


Revised growth 





\., Previous estimate 


1989 1990 


mated; growth rates were lower than 
estimated for most of the 13 previous 
quarters. While downward revisions in 
1987 were not concentrated in one par- 
ticular area, large downward revisions 
were made in gross private domestic 
investment in 1988 and personal con- 
sumption expenditures in 1989. Real 
GNP growth for 1989 dropped from the 
earlier-reported 3 percent to 2.5 percent, 
and first-quarter 1990 real GNP growth 
was revised from an annualized 1.9 per- 
cent to 1.7 percent. 


Personal income was revised as well. 
The estimate of disposable personal 
income fell by $53.3 billion in 1989, 
Causing personal saving as a percentage 
of disposable personal income to be 4.6 
instead of 5.4 percent. Saving was 
revised downward substantially for the 
first quarter of 1990 from 5.8 to 4.9 
percent, while the second-quarter sav- 
ing rate was 5.1 percent. 
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Special Supplement 
1989 State-level Income and Balance Sheet Estimates 


Newly available State-level data will provide more precise information on farm 


1988 drought. 


The first 1989 U.S. and State farm 
income and balance sheet estimates are 
now available (previously only fore- 
casts at the national level had been 
available). The current estimates are 
“first” estimates, which will be revised 
over several years as additional data and 
revisions become available from 


__ USDA, and from the Agricultural Cen- 


sus every 5 years. The USDA estimates 
are benchmarked to the Census esti- 
mates, and State data from the 1987 
Census are reflected in the estimates. In 
addition, the results of the Agricultural 
Economics and Land Ownership Sur- 
vey (AELOS), an important follow-on 
survey to the Census conducted in 1988, 
are now becoming available. ERS is in 
the process of reconciling data from tra- 


ditional sources with AELOS data. The 


balance sheet estimates are in mid-rec- 
onciliation, and the estimates presented 
here should be interpreted in that light. 
AELOS data will be reflected in the 
income estimates next year. 


The State-level balance sheet compo- 
nents presented here are for the farm 
business only, and exclude household 
assets and debts of the farm family. 
Real estate assets exclude the value of 
the operators’ and other nonlabor dwell- 
ings. Real estate debt estimates exclude 
that portion of reported farm debt attrib- 
utable to the dwelling. Likewise, non- 
real estate assets include only the farm 
business share of financial assets, and 
automobiles and trucks. 


1989 Continues Financial 
Recovery 


An analysis of farm finances over the 
1980’s indicates that in 1989, U.S. agri- 
culture was in the fourth year of recov- 
ery from the financial crisis that had 
affected U.S. farmers and ranchers ear- 
lier in the decade. During the recovery, 
farmers restructured individual opera- 


tions for better cost control, and com- 
modity prices have risen. Both devel- 
opments helped alleviate the price-cost 


squeeze that held down farm income 
earlier in the decade. A low growth rate 
in both domestic and export demand for 
feed grains and soybeans had been 
another contributor to the downturn. 


States in the Corn Belt and Delta regions 
were among those most adversely 
affected by the financial crisis and have 
now made a substantial recovery. The 
decline and subsequent rally in farm 
income over the decade for Iowa and 
Nebraska in the Corn Belt, and in Lou- 
isiana and Mississippi in the Delta 
region, illustrate the extent of the crisis 
and recovery in the farm sector. On the 
balance sheet side, recent rises in land 
values have pushed asset values up 
while debt has been restructured and 
reduced. 


Recovery from the 1988 drought varied 
by region. Since the Midwestern States 
were more severely affected than other 
regions, net farm income in both Com 
Belt and Lake States increased on aver- 
age more than 40 percent in 1989. In the 
Corn Belt and Lake States, net farm 
income increases resulted from large 
advances in gross farm income and rel- 
atively small changes in production 
expenses. A return to normal precipita- 
tion levels yielded higher production, 
increasing both marketings and inven- 
tory levels. 


Net farm income increased in 34 States, 
averaging 21.1 percent. For the other 


16 States, net farm income decreased an 


average of 9.8 percent. The States with 
the largest percentage increases were 
the ones hit hardest by drought in 1988. 
North Dakota’s net farm income rose by 
75 percent from 1988 to 1989. Illinois, 
Indiana, Iowa, and Minnesota also reg- 
istered substantial increases. 


State Income Rankings Shift 
California and Texas remained the top 


two States in net farm income in 1989, 
even though net farm income is declin- 


income. Net income was strong in 1989, reflecting a healthy recovery from the 


ing in these States. Florida remained 
the third-ranking State. Five of 1988’s 
top 10 States fell in the 1989 ranking. 
Nebraska, North Carolina, Washington, 
and Minnesota fell within the top 10 
rankings. Kansas and Arkansas 
dropped from the top 10 and were 
replaced by Wisconsin and Illinois. 
Com Belt, Lake, and Northern Plains 
States generally rose in net farm income 
rankings while the Southeast, Appala- 
chian, and Delta States’ rankings tended 
to fall. Overall, the top 10 States 
accounted for $23.6 billion or 50.9 per- 
cent of U.S. net farm income, down 
from 53.5 percent in 1988. 


Rankings of net farm income per oper- 
ation and per acre did not change as 
dramatically as rankings of total 
income. Little change occurred since 
the principal farm-income States (in the 
Midwest) tend to be lower ranked on a 
per-operation or per-acre basis. Com 
and livestock tend to be associated with 
low per-operation and low per-acre net 
farm income. Greenhouse and nursery, 
and citrus tend to be the opposite. 
Changes in top 10 States for per-opera- 
tion net farm income include Idaho (ris- 
ing from number 12 to 7) and Hawaii 
(dropping from 8 to 16). 


Regionally, both per-operation and per- 
acre net farm income were highest in the 
Southeast, Northeast, and Pacific 
States. This reflects production of spe- 
cialty crops and poultry in these regions. 
Appalachian, Delta, Lake, and Com 
Belt States tended to have moderate net 
farm income per operation and per acre. 
The Northern Plains, Southern Plains, 
and Mountain States had high income 
per operation and low income per acre, 
indicative of large operations with low- 
value products on a per-acre basis. 
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Table 9--State rankings for net farm income: total, per farming operation and per acre, 1989 


Total Per operation Per acre 
Rank State Value State Value State Value 
($1000) (dollars) (dollars) 

1 California 5,956,372 Arizona | 71,617 Rhode Island 666 
2 Texas 2,914,378 California 70,909 Delaware 348 
3 Florida 2,613, 785 Delaware 68,458 Connecticut 302 
4 lowa 2,520,211 Florida 63,751 New Jersey 282 
5 Illinois 2,142,922 Rhode Island 63,116 Florida 233 
6 Nebraska 2,078,713 Washington 38,397 Massachusetts eer 
7 Minnesota 1,995,580 Idaho 37,518 California 190 
8 Wisconsin 1,893,465 Nebraska 36,469 Maryland 172 
9 North Carolina 1,544,793 Colorado 34,993 North Carolina 154 
10 Washington 1,459,077 Connecticut 55215 Pennsylvania 125 
11 Arkansas 1,290,843 New Jersey 29,910 Wisconsin 108 
12 Georgia 1,221,726 Nevada 28,447 Georgia 97 
13 Kentucky 1,120,899 Arkansas 26,893 New York 96 
14 Kansas 1,096,105 Georgia 25,453 Washington 91 
15 Indiana 1,025,729 Maryland 25,352 Maine 87 
16 Pennsylvania 1,021,846 Illinois 24,918 Arkansas 82 
17 Oklahoma 970,529 Hawaii 24,763 Kentucky 19 
18 Colorado 944 ,823 Iowa 24,002 Alabama 78 
19 Oregon 887,635 Oregon ‘ 23,990 lowa _ 75 
20 Alabama 831,087 North Carolina 23,766 Illinois 5 

Idaho 829,157 Wisconsin 23,376 New Hampshire 73 
22 South Dakota 817,902 South Dakota 23,369 Vermont 72 
23 Ohio 817,755 Massachusetts 22,369 South Carolina 71 
24 New York 807,035 Minnesota 22,173 Hawaii 67 
25 Missouri 716,594 New Mexico 21,640 Minnesota 67 
26 Michigan _ 682,661 New York _ 20,693 Michigan 63 
27 Mississippi 632,116 Pennsylvania 18,923 Indiana 63 
28 Arizona 580, 100 Alabama 17,683 Virginia 62 
29 Louisiana 568,910 Montana 17,298 Loulsiana 61 
30 North Dakota 557,843 Maine 17,202 Idaho 61 
31 Virginia 555,016 Louisiana 16,733 Ohio 52 
32 Tennessee 439,174 North Dakota 16,652 Oregon 50 
33 Montana 427,253 Kansas 15,886 Mississippi 48 
34 Maryland 395,485 Vermont 15,694 Nebraska 44 
35 South Carolina 374,689 Texas 15,669 Tennessee 35 
36 New Mexico 302,960 Alaska 15,450 Oklahoma 29 
Sit. New Jersey 248,251 Mississippi 15,417 Colorado 28 
38 Delaware 205,375 South Carolina 14,694 Missouri 24 
39 Utah 175,031 Indiana 14,447 Kansas 23 
40 Massachusetts 154,344 Oklahoma 13,865 Texas 22 
41 Connecticut 132,860 Utah. 13,464 South Dakota 18 
42 Maine. 125,575 Michigan _ 12,412 Arizona 16 
43 Hawali 115,150 New Hampshire 12,005 Utah 15 
44 Vermont 109, 861 Virginia 11,809 North Dakota 14 
45 Nevada 71,118 Kentucky 11,799 West Virginia 10 
46 Rhode Island 48,599 Ohio 9,509 Alaska 9 
47 Wyoming 38,374 Missouri 6,574 Nevada 8 
48 New Hampshire 37,215 Tennessee 4,826 Montana 7 
49 West Virginia 36,545 Wyoming 4,312 New Mexico li 
50 Alaska 9,270 West Virginia 1,740 Wyoming 1 

United States 46,542,736 United States 21,443 United States 47 
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Table 10--Net farm income for States, 1988-89 
1988 1989 
State 
Gross farm Total produc- Net farm Gross farm Total produc- Net farm 
income tion expenses income income tion expenses income 
1,000 dollars 

Alabama 2,776,630 1,997,839 778,791 2,989 , 062 25157, 975 831, 087 
Alaska 32; 19, 4125 059 29,794 20,524 

Arizona 2,122,084 1,475,354 6,730 2,098,749 1,518,649 580, 100 
Arkansas 4,459,577 3,210,898 248,679 4,809,550 3,518, 707 290, 843 
California 17,922,491 11,781,667 6,140,824 18; 891 ‘372 12,935,000 5 ‘956, 372 
Colorado 4,415,08 3,575,248 839 ,834 4,537,646 3,592,820 "944. 823 
Connecticut 427,236 84,9 142,254 434,642 301,782 132, 860 
Delaware 633,936 450,178 183,758 698 , 903 493,528 205, 375 
Florida 6,086,602 3,485 ,862 2,600, 740 6,435, 100 3,821,315 2,613,785 
Georgia 3,990,711 2,878,625 1,112,086 4, 339, 371 ss Vz: 645 1 ASS 
Hawaii 604 ,639 461,028 143,611 606 , 043 490,893 115,150 
Idaho _ 2,711,860 2,082,480 629; 380 3,077,883 2,248, 726 829; 157 
Illinois 7,551,980 6,387,144 1,164,836 9,358,689 rel omnor, 2,142,922 
Indiana 4,622,416 4,099,128 523,288 , 484 ,1 4,458,386 1,025,729 
Iowa 10,629,778 8,529,038 2,100,740 11,765,235 9,245,024 2,520,211 
Kansas 7,970,320 6,129,83 1,440,486 7,620,600 6,524,495 1,096,105 
Kentucky 3,113,898 2,225,490 888 , 408 3,610,522 2,489,623 1,120,899 
Louisiana 2,115,198 1,434,926 680,272 2,085,119 1,516,209 568,910 
Maine 472,054 373,065 98 , 989 22,307 396, 732 125,575 
Maryland 1,399,845 1,022,579 377, 266 1,500,333 1,104,848 395, "485 
Massachusetts» 463,236 303,335 159,901 482,776 28, 154,344 
Michigan 3,110,875 2,720,163 390,712 3, ‘739 2,962,078 682,661 
Minnesota 7,032,396 5,510,686 D2) pe 10 8, 005, ‘478 6,009, 898 1,995,580 
. Mississippi 2,769,740 2,005,138 64,6 2'793, 307 2,161,1 32,116 
Missouri 4,401,761 3,717,059 684, 702 4,750,489 4,033,895 716,594 
Montana 1,754,652 1,568,525 186,127 2,154,779 Were} 427,253 
Nebraska 9,562,738 7,486,916 2,075,822 10,121,059 8,042,346 2,078,713 
Nevada 257,977 209,349 48,628 298 , 841 227,723 71,118 
New Hampshire 161,329 111,891 49,438 158,475 121,260 Sirel9 
New Jersey 728, 287 482,130 246, 157 767, 440 519, 189 248, 251 
New Mexico 1,432,183 A lOteogt 264 , 846 1,570,293 1,267,333 302,960 
New York 2,948,279 2,282,591 55 3,277,389 21470, 354 807,035 
North Carolina 4,870,798 3,507,112 1,363 , 686 5,346,567 3,801,774 1,544,793 
North Dakota 2,648, 304 2,300,895 347,409 3,060,412 2,502,569 557,843 
Ohio 4,078,012 3,429,553 648,459 4,571,511 3,753,196 817,755 
Oklahoma 4,054,378 3,099,272 955,106 4,270, 3,300,025 970,529 
Oregon 2,574,071 1,709,631 864,4 2,760,432 1,872,797 887,635 
Pennsylvania 3,563,251 2,735,863 827,388 3,999,673 2,977,827 1,021,846 
Rhode Island 90,3 40,340 50,040 91,59 42,997 48,599 
South Carolina 1,287,002 959,839 327, 163 1 ,407, 601 1,032,912 374,689 
South Dakota 3,231,504 25290105 675,741 3,528,662 2,710, 760 817,902 
Tennessee 2,425,790 1,925 ‘004 500;7 2,430,376 1,991,202 439,174 
Texas 12,576,406 9; 445, 963 3,130,443 12,892,563 9,978,185 2,914,378 
Utah 808,960 618,84 190,11 11,1 636,109 175,031 
Vermont 56,56 2,379 114, 188 482,195 372,334 109,861 
Virginia 2,316,062 1,783! 181 533,881 2,485,212 1,930,196 555,016 
Washington 3,938,383 Ze 662, 348 1,276,035 4,328,719 2,869, 642 1,459,077 
West Virginia 87,048 "335 5,169 51, 17,550 81,005 36,5 
Wisconsin 5,414,313 4, 128, 260 1,286,053 6,923,675 4,630,210 1,893,465 
Wyoming 19,429 "737, 710 81,719 89,198 ‘750, 824 38, 
United States 173,822,486 131,786,592 42,035,894 189,117, 733 142,574,997 46,542, 736 
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Table 12--Value of farm business assets (excluding households), by State, December 31, 1989 


ba eet ee ee 


Real estate Nonreal estate Financial assets raed 
Sa Aa em ea greet =i oe mmm mi le =~ ota 
State Livestock Machinery Other Investments assets 
Land _Farm and and motor Crops Tinancial ine 
buildings poultry vehicles assets cooperatives 
Million dollars 

Alabama 6,443 1,223 983 1,145 129 155 420 10,498 
Alaska 186 Nit 6 22 0 i 258 495 
Arizona 8,857 268 520 426 50 61 158 10,340 
Arkansas _ 9,335 830 1,022 1,595 178 213 610 13, 783 
California 40,733 4,558 a itoS 3,900 364 888 1,544 Seek 
Colorado 9,315 1,140 2,287 1,261 464 161 484 Net 
Connecticut 1,252 333 68 140 23 32 46 1,893 
Delaware 978 108 29 151 31 16 49 1,363 
Florida 19,757 17165 1,104 1,346 47 233 (aff 24,426 
Georgia 9,995 1,206 934 1,470 200 236 1,229 15,272 
Hawaii 2,766 194 89 181 0 38 26 37295 
Idaho | Gp (e4) 804 1,098 1,164 816 106 223 11,439 
Illinois 33,127 2,528 1,694 4,942 2,109 446 1,154 46,002 
Indiana 15,075 2,210 Tete 2,980 155 290 1,013 23,897 
Iowa 30,350 2,083 4,196 D255 2,481 410 1,649 46,403 
Kansas 18,564 1,759 4,068 3,280 601 274 691 29,237 
Kentucky 8,467 2,174 1,467 2,053 754 309 617 153 

Louisiana 6,866 692 606 1,265 117 161 -314 9,393 
Maine 766 246 94 264 134 27 52 1,582 
Maryland 3,538 831 276 657 141 78 185 5,707 
Massachusetts 1,508 438 59 208 21 a9 105 Eyole 
Michigan 502 1,491 984 2,384 456 244 433 13,343 
Minnesota | 17,827 2,371 2,310 4,731 1,812 333 1,641 31,026 
Mississippi 7,905 1,012 749 1,349 171 172 633 e992. 
Missouri 157526 2,637 2,881 2,896 939 417 1,006 26,102 
Montana 12,200 817 1,676 1,415 655 132 282 CUT 
Nebraska 23,126 996 4,145 3,161 1,402 279 594 33, 703 
Nevada : 1,412 157 330 124 2 38 : 

New Hampshire 672 213 36 102 14 11 45 976 
New Jersey 2,593 562 64 296 29 89 96 3,729 
New Mexico 7,890 333 899 437 87 3 231 9,950 
New York | 3,220 1,405 1,291 1,805 455 189 494 8,859 
North Carolina 9,121 1,702 le 240 249 656 14,560 
North Dakota 11,474 793 Weeds 2,449 891 182 1,287 18,288 
Ohio 13,049 2,429 1,318 3,280 7 433 97 22,346 
Oklahoma 13,309 1,777 3,010 1,917 280 317 581 2A? 
Oregon 7,658 e271 898 1,32 220 201 379 11,952 
Pennsylvania 10,237 17625 1,539 2,121 67. 202 546 16,949 
Rhode Island 226 35 6 26 2 5 10 309 
South Carolina 3,476 636 343 152 109 106 450 5,871 
South Dakota 12,753 677 2,400 1,816 879 151 467 19,142 
Tennessee 8,910 2,007 1,304 1,948 387 347 674 15,576 
Texas 52,871 6,758 8,589 5,324 837 1,176 1,634 77,189 
Utah 3,532 437 615 438 108 56 =13 5eif2 
Vermont 1,001 269 245 309 65 30 66 1,985 
Virginia 9,776 1,558 992 1,341 310 227 463 14,667 
Washington 9,584 1,119 941 1,645 379 199 404 14,271 
West Virginia 1,459 389 274 346 91 70 35 2,665 
Wisconsin 7,324 2nise 3,435 4,128 1,095 286 1,038 19,456 
Wyoming 4,513 306 916 384 148 49 143 6,458 
U.S. Total 514,901 62,744 69,653 83,794 23,479 10,428 26,138 791 , 137 
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ane Dibw a eked ee Wesco eas 56 2d Sin ee @ 6 win. sie) si = elm ai a Sse) See hele eae 
ee ied 


Federal Farmers Life ’ ccc Individuals 
State Land Home insurance Commercial storage a Total 
Banks Administration companies banks facility) © ap others |) ie eee 
Million dollars 

Alabama 289 90 45 193 0.15 97 714 
Alaska 6 0 le 3 .00 Aa 20 
Arizona 111 58 159 173 .00 1 630 
Arkansas 362 240 226 372 34 167 1,367 
California 2,412 199 1,798 681 .08 1,109 6,198 
Colorado 633 100 186 154 -23 316 1,391 
Connecticut 39 12 1 19 .00 13 83 
Porte: 735 102 692 589 35 294 2,409 

orida . ’ 
Georgia 577 162 126 433 -26 142 1,441 
Hawaii 114 28 29 26 -00 9 206 
Idaho 463 212 143 26 -34 285 1,129 
Illinois 1,335 282 400 1,184 -64 783 3,985 
Indiana 822 231 240 650 Be 651 2,593 
Iowa 1,308 371 477 1,036 1.17 1,726 4,920 
Kansas 945 241 210 544 .07 383 2e5e5 
Kentucky 288 211 107 474 -10 214 1,293 
Louisiana 311 132 137 149 41 87 817 
Maine ev 43 0 5 -04 12 87 
Maryland 222 34 9 116 02 95 477 
Massachusetts 24 19 18 11 -00 14 85 
Michigan 615 149 31 172 44 309 Veet, 
Minnesota Welz 253 176 566 178 3 3,096. 
Mississippi 418 257 199 281 -20 143 299 
Missouri 557 325 192 785 2D 521 2,381 
Montana 539 172 187 107 -10 495 1,500 
Nebraska 846 338 363 600 137, 582 2,730 
Nevada 72 18 39 2 -00 47 179 
New Hampshire 12 it 0 2 -00 7 29 
New Jersey 96 19 1 24 .01 56 196 
New Mexico 191 64 65 113 -00 132 565 
New York 244 93 6 116 -26 131 590 
North Carolina 611 220 73 269 -02 144 1,314 
North Dakota 683 293 31 231 -22 2 1,504 
Ohio 552 153 AAs 492 -24 339 1,647 
Oklahoma 700 310 100 321 -07 320 1,751 
Oregon ' 471 109 407 75 -04 472 1,534 
Pennsylvania 371 109 11 353 -03 184 1,028 
Rhode Island 2 0 00 1 12 
South Carolina 287 80 12 49 04 49 475 
South Dakota 404 351 48 150 -50 329 1,283 
Tennessee 264 215 37 336 24 136 988 
Texas 1,654 347 502 876 11 935 4,314 
Utah 147 55 11 31 a3 124 368 
Vermont 45 35 0 34 -03 23 13% 
Virginia 5038 80 60 194 nl2 123 965 
Washington | 447 138 272 154 -20 319 1,330 
West Virginia 62 39 83 49 .00 19 252 
Wisconsin 559 196 43 498 1.84 416 1,714 
Wyoming 81 45 75 25 -02 116 343 
U.S. Total 23,728 7,249 8,145 13,790 11.58 14,166 67,089 ‘ 


Seem ew mmm ww meee eee tee mH we ee ee Re Oe eww ee ew ee ee ee ee we wm ww ewe eee we ee eee ee ee eee eee ee eee eee eee eee 


Note: Totals may not add due to rounding. 





Table 14--Nonreal estate debt outstanding (excluding households), by State and lender, December 31, 1989 


ee a ee OOS a Owe aime Se ee aaa SON eS tama emma ge cease asa nes waa asses as sacsem eae rantasesasnes pene nassewceswecenesaes 


: PCA’s Farmers Individuals CCC 
State Commercial and Home and Total commodity 
banks FICB’s Administration others loans 
Million dollars 

Alabama 200 133 120 204 658 15 
Alaska 7 0 0 2 9 0 
Arizona 469 165 133 152 918 47 
Arkansas _ 471 147 373 301 1,292 303 
California 2,504 1,206 544 1,026 5,281 348 
Colorado 705 184 96 412 1,397 75 
Connecticut 29 47 8 24 107 0 
Delaware 24 38 6 53 122 2 
Florida 243 222 185 268 918 1 
Georgia 295 2 537 273 1,257 19 
Hawaii 29 25 11 28 93 0 
Idaho | 566 107 168 189 1,029 59 
Illinois 1,872 182 236 524 2,814 420 
Indiana 885 190 224 365 1,664 161 
Iowa 2,603 174 443 788 4,008 692 
Kansas 1,886 141 179 665 2,871 1) 
Kentucky 378 193 206 174 951 26 
Louisiana 242 131 548 130 1,052 113 
Maine 30 60 71 37 198 0 
Maryland 44 172 23 111 350 6 
Massachusetts 49 60 12 24 145 0) 
Michigan 372 328 259 227 1,186 85 
Minnesota | i555 510 414 530 3,,009 599 
Mississipp1 321 119 682 175 1,298 243 
Missouri 986 150 346 319 1,800 104 
Montana 489 78 273 117 958 100 
Nebraska 2,152 116 263 Tt 3,309 531 
Nevada : 16 32 12 19 19 0 
New Hampshire 1 20 4 10 34 0 
New Jersey 13 60 oh 36 135 1 

New Mexico 181 76 51 124 431 
New York | 382 354 232 208 1,176 28 
North Carolina 243 303 202 342 1,090 18 
North Dakota 738 310 483 190 1,721 220 
Ohio 514 256 205 305 1,280 88 
Oklahoma St 141 448 276 2,015 26 
Oregon 325 121 100 139 685 45 
Pennsylvania 270 319 118 277 985 3 
Rhode Island 2 7 2 3 13 0 
South Carolina 64 64 180 90 397 9 
South Dakota 952 107 451 224 1.035 157 
Tennessee 216 210 279 193 898 50 
Texas 2,420 858 878 948 5, 103 350 
Utah 118 90 oi84 56 298 3 
Vermont 32 60 19 36 147 0 
Virginia 181 261 143 160 746 4 
Washington 908 50 112 219 1,290 88 
West Virginia 20 36 22 28 106 1 
Wisconsin 887 674 437 397 2,395 98 
Wyoming 204 49 43 75 372 3 
U.S. Total 29,243 9,490 10,843 12,250 61,826 Deco: 


Note: Totals may not add due to rounding. 
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Table 15--Farm balance sheet components (excluding households), by State, December 31, 1989 


Assets Liabilities 

Sige eee esos oes -e heals ere so dae Oates eee oer ae Proprietors’ Debt-to- 
State Real Nonreal Real Nonreal equity asset 
estate estate Total estate estate Total ratio 
Million dollars Ratio 
Alabama 7,666 2,832 10,498 714 658 1,372 9,126 13.1 
Alaska 203 292 20 9 30 465 .0 
Arizona 9,125 1,215 10,340 630 918 1,548 8,792 15.0 
Arkansas 10,166 3,617 13, 783 1,367 1,292 i 11,124 19.3 
California 45,291 10,448 55,73 6,198 5,281 11,480 44,259 20.6 
Colorado 10,455 FOoG iit 1,391 1,39 2,787 12,324 18.4 
Connecticut 1,584 309 1,893 83 107 191 5 10.1 
Delaware le 277 ily, 9 122 242 ipZe, Nitiahh 
Florida 20,922 3,504 24,426 2,409 918 3,327 2 13.6 
Georgia 11,202 4,070 15,272 1,441 1,257 2,699 12,573 17.7 
Hawaii 2,960 333 3,293 206 93 300 2,993 9.1 
Idaho 8,034 3,405 11,439 1,129 1,029 2,157 9,282 18.9 
Illinois 35,656 10,346 46,002 3,985 2,814 6,7 39,203 14.8 
Indiana 17,286 6,611 23,897 2,593 1,664 4,258 19,639 17.8 
lowa 32,433 13,970 46,403 4,920 4,008 8,928 37,474 19.2 
Kansas 20,323 8,914 29,237 2,323 2,871 5,194 24,044 17.8 
Kentucky 10,641 5,199 15,840 1,293 951 2,245 13,595 14.2 
Louisiana 7,558 1,835 9,393 817 1,052 1,869 7,524 19.9 
Maine 1,012 570 1,582 87 98 285 1,298 18.0 
Maryland 4,370 1,337 5,707 477 350 827 , 080 14.5 
Massachusetts 1,946 433 2,379 85 145 230 2,149 9.7 
Michigan 8,844 4,500 13,343 2 1,186 2,463 10,880 18.5 
Minnesota 20,198 10,828 31,026 3,096 3,009 6,105 24,921 19.7 
Mississippi 8,917 ,O0 11,992 lee 1,298 2,597 9,395 21.7 
Missouri 17,963 8,139 26,102 2,381 1,800 4,181 21,922 16.0 
Montana 13,017 4,160 Wee - 1,500 958 2,458 14,719 14.3 
Nebraska 24,121 9,582 33,703 2,730 3,309 6,038 27,665 17.9 
Nevada 1,569 572 2,141 179 258 1,883 12.0 
New Hampshire 885 91 976 29 63 912 6.5 
New Jersey 3,156 574 3,729 196 135 331 3,399 8.9 
New Mexico 8,223 1,727 9,950 565 431 996 8,953 10.0 
New York | 4,625 4,234 1009 590 1,176 1,766 7,093 19.9 
North Carolina 10,823 SOG 14,560 1,314 1,090 2,404 12,156 16.5 
North Dakota 12,266 6,022 , 288 1,504 1,721 3,224 15,064 ts 
Ohio 15,478 6, 22,346 1,647 1,280 2,927 19,419 13.1 
Oklahoma 15,086 6,105 21,192 1,751 2,015 3; 17,425 17.8 
Oregon 8,928 3,024 11,952 1,534 5 2,219 9,733 18.6 
Pennsylvania 11,862 5,086 16,949 1,028 985 2,013 14,936 11.9 
Rhode Island 261 49 309 12 13 285 7.9 
South Carolina 4,112 1,760 5,871 475 397 873 999 14.9 
South Dakota 13,430 5,712 19,142 1,283 1,735 3,017 1Optes 15.8 
Tennessee 10,917 4,659 15,576 898 1,886 13,690 12.1 
Texas 59,628 17,560 77,189 4,314 5,103 9,418 67,771 12.2 
Utah 3,969 le 5,172 298 6 4,506 12.9 
Vermont 1,270 715 1,985 137 147 284 1,701 14.3 
Virginia 11,334 3,333 14,667 965 7146 1,711 12,956 TST. 
Washington 10,702 3,568 14,271 1,330 1,290 2 ‘620 11,650 18.4 
West Virginia 1,849 816 2,665 252 106 "357 2,308 13.4 
Wisconsin 9,476 9,981 19,456 1,714 2,395 4,109 15,347 ele 
Wyoming 4,819 1,639 6,458 "343 "372 "714 144 11.1 
U.S. Total 577,645 213,492 791,137 67,089 61,826 128,915 662,222 16.3 


Note: Totals may not add due to rounding. 
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Special Article 


Comparing the 1987 Census of Agriculture with 
USDA’s Farm Costs and Returns Survey: 
The Case of Government Payments 


by 
Robert McElroy and Gerald Whittaker! 


Abstract: The 1987 Census of Agriculture and the 1987 Farm Costs and 
Returns Survey give very similar results in examining Government payments to 
farmers. While numbers of participating farmers vary between the two surveys, 
total payments and the distributions of the payments generally agree. Farm num- 
bers from both surveys were lower than the official USDA count as were the total 
payments made during the year. 


Keywords: Government payments, U.S. Census of Agriculture, Farm Costs and 


Returns Survey 


Over the past several years, the U.S. 
Department of Agriculture (USDA), 
and the Economic Research Service 
- (ERS) in particular, have become more 
reliant on the annual Farm Costs and 
Returns Survey (FCRS) for analyzing 
the financial condition of U.S. agricul- 
ture. The National Agricultural Statis- 
tics Service (NASS) designs the FCRS 
sample; the resulting data are expanded 
to represent all U.S. farming and ranch- 
ing operations. The Census of Agricul- 
ture, a much larger survey, is conducted 
every 5 years by the Bureau of the Cen- 
sus. 


Newly released 1987 census results can 
be compared with the FCRS to deter- 
mine how the results vary between two 
national data sources. Any number of 
financial indicators could be used to 
compare the FCRS and the census. 
Because of the interest in Government 
payments during markup of the new 
farm bill and a recent ERS study exam- 
ining payments reported by the census, 
the authors chose payments for a case 
study. 


For both surveys, only data for opera- 
tions reporting direct payments were 


: Agricultural economists, Agriculture and Rural 
Economy Division, ERS. 

2 Reinsel, Robert D. The Distribution of Farm 
Program Payments, 1987. Agr. Inf. Bull. No. 
607, USDA-ERS, June 1990. 

3 Farm type is determined by the product repre- 
senting more than 50 percent of a farm’s gross 
sales. 
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analyzed; operations not participating 
in Government programs were 
excluded. This study analyzes total 
payment amounts, absolute farm num- 
bers, and distributions by farm type, 
payment level, sales class (volume) and 
organizational structure. 


A primary difference in survey design 
could influence results obtained from 
the census and the FCRS. The census is 
a mail questionnaire and respondents 
are on their own in interpreting its ques- 
tions. The FCRS is hand enumerated by 
trained personnel, conceivably allow- 
ing less room for misinterpretation. In 
the case of questions about the amount 
of Government payments received, self- 
enumeration should pose few problems. 
Findings on the distribution of pay- 
ments, however, could be affected by 
the differences in the two samples. 


The 1987 census was based on lists of 
known farms. The FCRS sample is a 
combination of list frame (based on 
NASS’ State-level list of participants in 
other NASS surveys) and area frame 
(photographic land segments where all 
households are interviewed to see if 
they qualify as a farm). Addition of an 
area frame picks up many small opera- 
tions that tend to be absent from list- 
frame samples. This difference could 
have some effect on the distribution of 
payments by size of farm and the aver- 
age payment per farm if the two data 
sources have dissimilar numbers and 
distributions of farms. 


The 1987 FCRS provided 12,202 usable 
questionnaires that expanded to repre- 
sent 1.677 million farms and ranches. 
The census shows 2.088 million opera- 
tions, while the official USDA estimate 
is 2.213 million. In all three sources, the 
definition of a farm is the same, so both 
the census and the FCRS undercounted 
the total number of farms. The 
undercount was principally among 
small operations with sales less than 
$10,000. 


The Agricultural Stabilization and Con- 
servation Service (ASCS), USDA’s 
agency in charge of distributing direct 
payments, reported $16.7 billion paid 
out in calendar 1987. The census 
reported $7 billion less than the ASCS 
amount, and the FCRS $6 billion less. 
Payments were made to some 700,000 
operations, according to the census, and 
to 600,000 operations according to the 
FCRS (table A-1). 


Payments reported in the FCRS are for 
farm operations, and should include the 
share of payments to operators, part- 
ners, and stockholders. The FCRS 
excludes payments that landlords 
received, which account for an esti- 
mated $2 to $3 billion of the FCRS 
undercount. The FCRS also excludes 
payments going to any kind of institu- 
tional farm. 


It is not clear where the census 
undercounts payments, but it is likely 
that payments to landlords and other 
persons may be underreported in cases 
where the operators use their own 
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Table A-1--Number of farms receiving Government payments, payment amounts, and distribution of farms and payments, 


by farm type, 1987 


wre 


ALL farm types 1/ 
Cash grain 
Livestock 


Dairy | 

Other field crops 

Cotton 

General farms 

Tobacco ae aes 

Animal specialties 
and poultry 

Horticulture, vegetables, 
fruits, and nuts 


1987 Census of Agriculture; 1987 Farm Costs and Returns Survey, NASS. 


Sources: 


Farms receiving Total 
payments payments 
Census FCRS Census FCRS 
Thousands Million dollars 
699 597 9,647 10,754 
333 237 5,663 5,229 
201 187 1,966 2,752 
52 63 441 701 
29 25 287 469 
24 20 700 788 
20 42 276 659 
15 14 51 58 
16 2 184 24 
8 6 78 75 


the commodity earning more than 50 percent of total sales. 


record books in completing census 
forms. This also applies to the FCRS. 


The FCRS reports a greater-than-25- 
percent difference from the census in 
farm numbers for four farm types: cash 
grains, general farms, animal special- 
ties, and horticulture. Many of these 
farms tend to be small in economic size, 
an area where the FCRS is somewhat 
weak. In terms of total payments, how- 
ever, the FCRS reported over twice the 
amount as the census for livestock, 
dairy, and general farms. Cash-grain 
farms appear to account for much of the 
difference between the data sources in 
farm numbers, but the total payments to 
them amount to nearly the same for 
both. Animal specialty and poultry 
farm payments in the FCRS were only 
17 percent of the census amount. 


Despite these variations, the total pay- 
ments for all farm types were remark- 
ably similar, with the FCRS reporting 
11 percent more than the census and 
even closer to the ASCS-reported 
amount. Although for some farm types 
the differences in numbers and total 
payments tend to be large, the distribu- 
tions of farms receiving payments and 
of payments themselves are very similar 
between the two surveys. 


With FCRS farm numbers less than the 
census and total payments more, the 
per-farm payments reported in the 
FCRS are higher, showing a difference 
of $4,217 across all farm types (table 
A-2). This is best explained by the 
FCRS’ tendency (through its list frame) 
to favor sampling larger farm and ranch 
operations than smaller ones. These 
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Farms receiving Total 
payments payments 
Census FCRS Census FCRS 
Percent 
100.0 100.0 100.0 100.0 
47.7 39.6 58.7 48.6 
28.8 31.3 20.4 25.6 
7.4 10.6 4.6 6.5 
4.1 4.2 3.0 4.4 
3.4 3.4 oo 7.3 
2.9 7.1 2.9 6.1 
Gee 2.4 ay “3 
ae) 4 1.9 a2 
1.2 1.0 8 Bil. 


1/ Farm type is determined by 


Table A-2--Average payment per farm and share receiving payments, by farm 
type, 1987 


All farm types 1/ 
Cash grain 
Livestock 


Dairy | 

Other field crops 

Cotton 

General farms 

Tobacco rer 

Animal specialties 
and poultry 

Horticulture, vegetables, 
fruits, and nuts 


Sources: 
SuCeey NASS. 
than 56 percent of total sales. 


larger operations tend to be program 
participants, with a relatively high share 
receiving payments. The shares receiv- 
ing payments in each category are very 
similar between the two surveys. 


The ranking of farm numbers, total pay- 
ments, and payments per farm are 
essentially the same by farm type, 
regardless of survey. Both surveys 
report more cash grain, livestock, and 
dairy farms receiving payments, in that 
order; all these tend to grow program 
crops, as table A-2 shows, and they 
account for most of U.S. acreage. Cash 
grain and livestock operations account 
for nearly three-fourths of total pay- 
ments, again because Government pro- 
grams target crops primarily grown on 
these operations. Cotton farms follow 
as third-highest recipients of payments 
because of their size and because of a 
very high participation rate. On a pay- 


Share of group 


Average payments receiving 
per farm payments 
Census FCRS Census FCRS 
Dollars Percent 
, 000 18,017 S355 Saat 
986 22,094 72.3 79.0 
, (60 14,708 22.4 26.0 
482 11,038 38.1 42.5 
, 034 18,691 22.9 29.5 
7 380 39,074 86. 98.0 
1019 15,639 34.4 23.9 
7361 ,Ol2 17.2 21.3 
11,465 10,718 22.6 3.6 
9,510 13,078 20.8 6.3 


1987 Census of Agriculture; 1987 Farm Costs and Returns 
1/ Farm type 1s determined by the commodity earning more 


ment-per-farm basis, cotton farms rank 
highest in both surveys with nearly 
twice the payments of the next-highest 
farm type, cash grains. 


When operations are grouped by sales 
volume, the FCRS’ undercount of small 
farms becomes more obvious (table A- 
3). For the two smallest sales classes, 
the FCRS reports between 20 and 30 
percent fewer participating farms than 
the census and 20 to 30 percent higher 
total payments. On a per-farm basis the 
FCRS reports higher payments for all 
classes except the largest, but only those 
with sales under $50,000 differ by more 
than 25 percent. The distributions of 
farms and payments by sales class are 
nearly identical between the two sur- 
veys. 


Table A-4, showing number of farms 
and payment amounts by payment level, 
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and table A-5 by type of legal organiza- _results. Total Government payments by 
tion, show only minimal differences _ farm type, sales class, payment level, 
between the census and the FCRS. and organization are generally very 

similar between the census and the 
In summary, the FCRS provides more | FCRS. Payment distributions for these 
complete coverage of larger farms and _ categories are also similar. The major 
ranches than of smaller operations, and _— difference between the two surveys 
comparisons with the census for these | occurs in farm numbers and conse- 
larger farm categories give similar quently, in per-farm payment averages. 


Table A-3--Number of farms core Government payments, payment amounts, average payment, and distribution, by 
sales volume of farm, 1987 


Share of farms 


Farms receiving Total Payments receiving Share of 
re payments payments per farm payments Payments 
em wren enecnernre wee eee = se ee we we we we we ee ew ew ew ew ee lUlUlClCU Ml COC OB ee eee eee ee lUlUlmlCU lL Cw eee eee ee UlUlCU Ml CCC ee eee ee 
Census FCRS Census FCRS Census FCRS Census FCRS Census FCRS 
Thousands Million dollars Dollars Percent 


Sales class 


Less than $10,000 139.4 98.6 376 516 2,700 BiasQ ee) Ag om TE. 5 3.9 4.8 
$10, 000-$24,999 125.0 97.0 634 817 5,073 8,421 17e0usanlbs2 6.6 7.6 
$25 , 000-$49,999 118.1 106.6 1,068 1,278 9,041" 11.989" 1609 17.9 124 11.9 
$50, 000-$99/999 134.4 ©) 119.7 PeDO7amit 2.231 4141939 018 654ew1 Oe a n200 20.8 1) "20.7 
$106, 000-$249, 999 132 0012401 3,24 3/496 24,611 28,170 18.9 20.8 53 Taos 
$250, 000-$499,999 36.3 36.5 1,430 91/511 39/376 41.444 5.2 6.1 ern 164 
$500 , 000-$999, 999 10.3 10.5 580 628 56,258 59:84 1.5 1.8 6.0 5.8 
$1 million or more 3.8 3.8 304 276 79;660 71.955 5 6 302 2.6 


wer eee en ew ww em wm ee Oe eB eB ee ee we eB ee Bw ee eB ee Bee ew BE MOH BO ee Be eee eee ee Be ee BO we Be ew ee wet ee ee eee ee ee ee ee eee 


Sources: 1987 Census of Agriculture; 1987 Farm Costs and Returns Survey, NASS. 


Table A-4--Number of farms receiving Government payments, payment amounts, average payment, and distribution, by 
payment level, 1987 


Payments 

Percent Of (rrr rrr rrr rr rrr tr rr tren te nner ene ---- 

Farms receiving total Total Payment Share of 

payments payments payments per farm Payments 
RSG Te ee iso le ele ets reli) rate ln aimless taal Se aa aa Se Se ee ee ae eS ae ee Pe ee ee 
Census FCRS Census FCRS Census FCRS Census FCRS Census FCRS 

Thousands Percent Million dollars Dollars Percent 
All payment classes 699 597 100.0 100.0 9,647 10,754 13,800 18,017 100.0 100.0 
$1°$099 94 51 1325 8.5 45 28 482 548 5 e5 
$1,000-$4,999 210 151 30.0 25.3 563 407 2,681 2,700 5.8 3.8 
$5 000-39 127 104 18.2 17.5 909 761 CD tere 500 9.4 7.1 
$16, 000-$24, 999 153 153 21.9 25.6 2,42 2,442 15,835 15,980 25.2 22a 
$25 ,000-$49, 999 Tl 88 10.9 14.8 2,678 3,067 35,004 34,681 27.8 28.5 
$50,000 or more 38 50 5.5 8.4 3,023 4,049 79,319 81,042 31e3 Set 


Sources: 1987 Census of Agriculture; 1987 Farm Costs and Returns Survey, NASS. 


Table A-5--Number of farms canard Government payments, payment amounts, average payment, and distribution, by 
type of organization, 1987 


Payments 

GT roam Ip ee ea ee el oad 

Farms receiving total Total Payment Share of 

payments payments payments per farm Payments 
ie) nn erties co eie sinensis cise ceean esos Ses teesercteseses, | prercescenense | Basesie= oe sisir et 
- Census FCRS Census FCRS Census FCRS Census FCRS Census FCRS 

oe Thousands Percent Million dollars Dollars Percent 
ALL organization types 699 597 100.0 100.0 9,647 10,754 13,800 18,017 100.0 100.0 
Individuals 585 519 83.7 86.9 6,999 8,139 11,968 15,688 72.6 ot 
Partnerships 83 56 11.8 9.4 1,710 1,822 20,688 32,353 17.7 16.9 
Family corporations 1/ 27 21 3.9 3.6 850 783. «31,425 36,933 8.8 (.3 
Other corporations 1 n/a 2/ n/a 46 n/a 31,955 n/a ~o n/a 
ALL others 3 1 2/ i 41 9 13,840 17,510 4 -1 


a ee ee ee es 


Sources: 1987 Census of Agriculture; 1987 Farm Costs and Returns Survey, NASS. 1/ The FCRS does not 
distinguish between family and other corporations. 2/ Less than one-tenth of 1 percent. 
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Appendix table 1--Farm income, assets and debt, 


and returns, 1985-90 


Income and total returns: 


UE Whe 


Bate of return and interest rates: 


ee 
20. 


alte 
220 
23. 
24. 
2 
26. 
Cle 


- Spread (20-23) 4/ 


. Residua 


- Gross farm income 1/ 


Wages and perquisites to hired labor 
Other operating expenses, 

excluding interest 

Capital consumption 


. Net income from assets and 


operators’ labor and management (1-2-3-4) 2/ 


. Income imputed to 


operators’ labor and management 


. Residual income to assets (5-6) 
- Real capital gain to assets 
- Total return from assets (7+8) 


. Interest paid 
. Real capital gain to debt 
. Total return to equity (9-10+11) 


- Real copi tae gain to assets Bo eae (8+11) 
) 


income to equity (12-1 


ance sheet: 3/ 
. Assets 


. Debt 
- Equity (15-16) 


Rate of return on assets (ROA) (7/15) 
Real capital gain on assets (8/15) 
Total real return on assets (18+19) 
Av. interest rate paid on debt (10/16) 
Real capital. gains on debt (11/16) 


Real cost of debt (21-22) 

Rate of return on equity (ROE) ((7-10) 
Real capital gain on equity ((8+11)/17 
Total real return on equity (24+25) 


Net return on assets (NROA) (18-21) 


JAD 
) 


1985 1986 
156 151 
9 9 
i 3 
ny, 16 
56 53 
26 27 
29 al 
ett =A 
19 26 
18 16 

6 4 

7 13 

=3 3 
12 10 
tet 688 
166 147 
561 541 
3.8 3.8 
“1.4 mae 
2.4 3.6 
10.1 10.4 
5e5 a5 
6.8 8.0 
1.9 1.9 
-.8 a 
at 2.4 
-6.3 =ai/ 
“4.4 -4.3 


— 


987 1988 1989 1990F 
Billion dollars 
163 167 183 188 to 192 
10 10 1 12 -tonls 
78 81 90 88 to 92 
14 15 15 14 to 16 
61 62 68 70 to 74 
27 28 30 Sto oD 
34 33 38 37 to 41 
Wi 20 6 -5 to 1 
51 53 44 35 to 39 
15 14 15 13 to 15 
ta 5 6 6 to 8 
43 44 36 28 to 32 
24 25 12 3 to 7 
19 19 24 250 tonel 
716 760 791 810 to 820 
136 131 129 125 to 131 
580 629 662 685 to 695 
Percent 
4.8 4.5 4.9 4 to5 
2.4 ait sO -1 to 0 
eS ne Se 4 to 5 
0.3 TOV Aili’ 10 to 12 
4.8 B26 4.4 4 to 6 
526 6.9 Oni, Sito (7 
3.4 See 3.6 3 to 4 
4.3 4.1 feo Mintor2 
etl 7.3 a5 40t0).5 
555 -6.2 -6.3 -7 to -6 
aie mS =-1.0 -2 to -1 


1/_Excludes operator dwellings. 
3/ Excludes operator households and CCC activity. 


F 


= forecast. 
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Numbers may not add due to rounding. 
indicate conpane ts required to calculate a given item. 
4/ When tota 


2/ Numbers in parentheses 


real rate of return on assets exceeds total real cost of debt, debt financing is profitable. 
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Appendix table 2--Farm income and cash flow statement, 1985-90 


Item 1985 1986 1987 1988 1989 1990F 
PM i hd FP aa eee aeaey Dae lage | Gipreme® Billion dollars 
Farm income sources: 2 
Cash receipts 144.1 135.2 141.7 150.2 159 168 to 172 
Crops 1/ 74.3 63.7 65.6 71.4 75 79 to 82 
Livestock 69.8 T1VE5 76.0 78.8 84 88 to 91 
2. Direct Government nts et 11.8 (Gen 14.5 11 9 to 10 
Cash Government eaveenta 7.6 8.1 6.6 ian 9 8 to 9 
Value of PIK commodities al Sat 10.1 7.4 2 0 to 1 
3. Farm-related income 2/ 525 5.0 5.9 Soll i 6 to 7 
4. Gross cash income (1+2+3) 3/ Sige 152.0 164.3 170.4 177 183 to 189 
5. Nonmoney income 4/ 8.0 6.9 lod 7.5 7 7 to 8 
6. Realized gross income (4+5) 165.2 158.9 171.8 177.9 185 191 to 196 
7. Value of inventory change = 205) -2.4 -2.8 -4.1 4 0 to 4 
8. Total gross income (6+7) 162.9 156.5 169.0 17328 189 192 to 199 
Production expenses: 
9. Cash expenses 5/ 6/ 109.0 104.8 108.2 112.0 123 124 to 127 
10. Total expenses Viera 125.1 127.7 131.8 143 144 to 148 
Income statement: 
11. Net cash income 1/ 6/ 
Nominal (4-9) 48.2 47.2 56.1 58.4 55 59 to 63 
Deflated (1982$) 7/ 43.5 41.5 47.8 48.2 43 44 to 48 
12. Net farm income 1/ 
Nominal total net (8-10) Sile2 31.4 41.2 42.0 47 47 to 52 
Deflated (1982$) 7/ 28.1 27.6 B51 34.6 37 35 to 40 
13. Off-farm income 5522 54.5 56.9 Tait, 58 58 to 62 
Other sources and uses of funds: 
14. Change in loans outstanding 6/ =15.9 =1Bitf -11.2 -4.7 -3 -2 to 1 
Real estate -6.2 -7.8 -6.7 -4.5 -3 -2 to 0 
Nonreal estate 8/ -9.6 =-11.0 -4.6 -.3 0 0 to 1 
15. Rental income and monetary change 8.8 8.1 6.8 7.6 8 8 to 10 
16. Gross cash flow (11+144+15) 41.1 36.6 510 61.3 60 65 to 73 
17. Capital expenditures 6/ 9.2 8.5 ilies Tae 13 12 to-15 
18. Net cash flow (16-17) 1/ 6/ 31.9 28.1 40.6 50.3 47 52 to 59 


F = forecast. Totals may not add due to rounding. 1/ Includes net CCC loans. 2/ Income from custom work, 
machine hire, farm recreational activities, forest product sales, and miscellaneous sources. 3/ Numbers in 
parentheses indicate components required to calculate a given item. 4/ Value of home consumption of farm products 
and imputed rental_value of farm dwellings. 5/ Excludes depreciation and hired labor perquisites. 6/ Excludes 
farm households. 7/ Deflated by the GNP implicit price deflator. 8/ Excludes CCC loans. 


Appendix table 3--Relationship of net cash to net farm income, 1985-90 


Item 1985 1986 1987 1988 1989 1990F 
Billion dollars 

Gross cash income 157.2 152.0 164.3 170.4 177 183 to 189 
Minus: Cash expenses 109.0 104.8 108.2 112.0 123 124 to 127 
Equals: Net cash income 48.2 47.2 56.1 58.4 55 59 to 63 
Plus: Nonmoney income: 

Gross rental value of dwelling taal 6. 6.6 6.7 6 to 8 

Value of home consumption Eg. o 8 26 1 0 to 4 

Value of inventory change o2e3 -2.4 Seo -4.1 4 0 to 4 
Minus: Noncash expenses: 

Depreciation & accidental damage 19.6 Whore 16.5 16.7 ita 17 to 19 

Labor perquisites 5 «4 5 35 a 0 to 1 
Minus: Household expenses 1/ (opal) ane 2.6 2.6 2 Caton 
Equals: Net farm income 31.2 31.4 41.2 42.0 47 47 to 52 


F = forecast. * = less than $500 million. Totals do not add due to rounding. 1/ Includes expenses related to 
operator dwelling. 
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Appendix table 4--Cash receipts, 1985-90 


, Billion dollars 
Crop receipts: 1/ 


Food grains 9.0 5a 5.8 2D 8 8 to 10 
Wheat 7.9 5.0 5.0 6.4 ie 7 to 8 
Rice 1.0 EC, 7 1.1 1 1 to 2 

Feed grains and hay 22.6 16.9 14.5 14.3 nit 19 to 21 
Corn 16.9 12.3 9.9 9.0 11 14 to 16 
Sorghum, barley, and oats S25) 23 eel 262 Z 2 to 3 
Hay (all) 2.4 2.2 2.5 3.0 3 3 to 4 

Oil crops lee 10.6 Ties Seo 12 12 to 13 
Soybeans 11.2 9.2 10.0 12.2 11 10 to 12 
Peanuts 1.0 1.1 1.0 1.1 1 limtone 

Cotton lint and seed Sats S24 4.2 4.5 5 5 to 7 

Tobacco Ze 1.9 1.8 2.0 2 2 to 3 

Fruits and nuts 6.9 fice 8.1 9.1 9 8 to 10 

Vegetables 8.6 8.8 9.9 9.8 11 10 to 12 

Greenhouse & nursery 5.4 beg 6.7 7.0 7 ators 

Other crops 1/ 2.9 325 S25 3.7 4 3 to 5 
TOTAL CROPS 74.3 635501 65.6 71.4 Tt) 79 to 82 

Livestock receipts: 

Red meats 38.5 39.1 44.5 45.9 47 48 to 52 
Cattle and calves 29.0 28.9 33.6 36.2 37 36 to 40 
Hogs 9.0 9.7 10.3 9.2 9 10 to 12 
Sheep and lambs tS aby -6 io - 0 to 1 

Poultry and eggs Wile eet io 12.9 15 AS RCOm Is, 
Broilers Deir 6.8 6.2 Tine 9 8 to 10 
Turkeys 1.8 e9) ist 2.0 2 2 to 3 
Eggs Sno 3.5 552 355i) 4 Sytors 
Other poultry a «4 4 4 * 0 to 1 

ALL dairy products 18.1 Nfie ts Ngan 17.6 19 19 to 23 

Other livestock 2.0 2.0 2.3 2.4 2 le tous 
TOTAL LIVESTOCK 69.8 71.5 76.0 78.8 84 88 to 91 

TOTAL RECEIPTS 144.1 135.2 141.7 150.2 159 168 to 172 

Program 2/ 66.2 53.9 52.8 £ 70 SELOns, 

Non-program 3/ 77.9 81.3 88.8 93.9 89 91 to 95 


F = forecast. * = less than $500 million. Totals may not add due to rounding. 1/ Includes sugar, seed, and 
other misc. crops. 2/ Receipts from commodities directly supported by farm programs. 3/ Commodities not 
receiving direct support. 
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www ee w eee eee eee ese eer 
cosa ees. aw as es) Ca om, Ow 00 wees a aun ase mw [pl om en. we, om, Worl we! bal! Go cc Gen air’ wn Tu cee th (mn eat: nm) Oe ne isl om S/O LBP) A) a ae ee oes 


Crops Livestock 
Total sage Cash Sire eee Fruit, nut, Total Red : 
ee crops acain 2/ Tobacco Cotton vegetables livestock __meat ee Dairy 
UST A RR ei a Thousands 
Number of f : 
°1988 812 408 105 24 88 1,385 datas 194 
1989 803 403 104 24 87 1,368 1,099 191 
1990F 795 399 103 24 86 1,355 1,089 190 
Income: Billion dollars 
1. Cash receipts-- 
rops 
1688 64.7 28. al 4.2 16.5 6.7 ee 1.0 
1989 68.5 30.3 2.4 4.4 17.7 6.9 5.4 foe 
1990F 73 34 3 5 17 iz 6 1 
Livestock 
1988 4.0 9 zit 4 1 74.9 40.2 19.2 
1989 4.0 3.0 at at 1 79.7 40.9 20.9 
1990F 4 3 * * * 85 44 
2. Direct Government nts-- 
1988 yah 9.5 aS 1 9 1 5.0 Siti fei 
1989 Test 5.6 1 Gs 1 3.8 2.8 1.0 
1990F 6 5 * 1 * 3 2 1 
3. Gross cash income-- 3/ 
1988 80.4 40.7 2.4 5.3 16.8 90.0 Silent ile 
1989 82.6 40.7 2.7 5.3 18.0 94.9 51.6 23.4 
1990F 86 43 3 6 18 100 54 25 
4. Cash expenses-- 
1983. 48.5 28.1 1.9 2.6 4.8 63.5 41.2 on 
1989 SS 31.3 2.1 3.0 SS 69.1 44.6 18.2 
1990F 55 32 2 3 5 70 45 18 
5. Net cash income-- 
Current dollars 4/ 
1988 31.9 12.6 4 2.8 12.0 26.5 9.9 52 
1989 28.9 9.4 -6 2.4 12.6 CEG The) D2 
1990F ai 11 1 3 12 30 9 6 
Deflated ($ 1982) 
1988 26.3 10.4 4 2.3 9.9 21.9 8.2 4.3 
1989 22.9 Tae 5B 1.9 10.0 20.4 5.5 4.1 
1990F 24 8 1 2 9 22 i 5 
Balance Sheet: 5/ 
6. Farm assets-- 
Real estate 
1988 216.1 100.0 12.0 i720 41.0 339.3 259.8 SSeS 
1989 224.7 104.0 12.5 7.9 42.6 352.9 270.1 Bla 
1990F 232 107 13 8 44 364 279 60 
Nonreal estate 
1988 77.9 45.2 3.8 4.5 7.6 127.1 84.6 30.9 
1989 81.2 47.1 3.9 4.6 8.0 is2e5 88.2 S22. 
1990F 83 48 4 5 8 136 90 33 
7. Total liabilities-- 
88 60.1 35.9 6 Sat 6.0 “\e5 45.1 21.5 
1989 59.0 35.3 1.6 Sa0 5.9 69.9 44.2 21.1 
1990F 59 35 2 3 6 69 44 21 
Percent 
8. Debt-to-asset ratio-- 
8 20 25 10 26 12 15 13 25 
1989 19 23 10 24 12 14 12 23 
1990F 19 22 9 23 11 14 12 23 


F = forecast. * = less than $500 million. Numbers may not add due to rounding. 1/ Farm types are defined as 
those with 50 percent or more of all sales accounted for we a specific commodity or commodity group. 2/ Includes 
farms earning at least half their receipts from sales of wheat, corn, soybeans, rice, sorghum, bantey oats, or a 
mix of cash grains. 3/ Equals 1 + 2 + farm related income. 4/ Equals 3.- 4. ‘5/ Excludes farm households. 


28 Agricultural Income and Finance—August 1990 


Appendix table 6--Farm production expenses, 1985-90 


eer ern wer www wm mmm Re ee wwe ee ee ee eH ee we ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee ee et eee 


Item 1985 1986 1987 1988 1989 1990F 
Billion dollars 
Farm-origin inputs 29.6 30.8 33.1 36.7 39 38 to 42 
Feed i722 17.9 18.0 20.6 23 21 to 24 
Livestock 9.2 9.8 11.8 12.8 13 12 toms 
Seed 321 S22 323 3.3 4 3 to 5 
Manufactured inputs 20.2 18.2 18.1 18.4 21 20 to 23 
Fertilizer (25 6.8 6.5 6.8 8 6 to 8 
Fuels and oils 6.4 Ba 5.0 4.9 5 5 to 7 
Electricity 1.9 lo Zoe cee é 2: to 3 
Pesticides 4.3 Aes 4.5 4.4 6 batons 
Total interest charges 18.6 eal 1S Woe 15 14 to 15 
Short-term interest 8.7 7.9 lies ed 7 Tacors 
Real estate interest 9.9 9.1 8.2 7.9 8 6 to 8 
Other operating expenses Sian 30.2 32.6 33.0 36 36 to 40 
Repair & maintenance 6.6 6°5 6.8 6.9 8 7 to 9 
Labor expenses 9.8 9.9 10.8 file 12 11 to 13 
Machine hire & custom work 2.4 Zen 2.1 Ceo 3 2 to 4 
Animal health eZ fie. ee: Aes 2 lletow2 
Marketing, storage & transportation 4.1 LTA 4.0 S25 4 4 to 6 
Misc. operating expenses 7.0 6.8 7.6 8.1 8 8 to 9 
Other overhead expenses S202 28.8 28.5 28.5 32 31 to 34 
Capital consumption 19.6 AGint 16.5 16.7 NG litmetonl9 
Taxes 4.2 Gon 5.0 4.8 5 5 to 6 
Net rent to nonoperating landlords 8.4 7.0 7.0 7.0 8 8 to 10 
TOTAL PRODUCTION EXPENSES 1S ew, 125.1 Taal 131.8 143 144 to 148 
Cash expenses 1/ 109.0 104.8 108.2 1i2s0 123 N25 econ’ 


F = forecast. 1/ Cash expenses equal total expenses minus depreciation, operator dwelling expenses, and noncash 
labor benefits. 
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Item 1985 1986 1987 1988 POO PE At. 1OFOED a 
See gC IMR Sel Uy pel EC RMR ERE ok We aT Billion dollars 
Farm assets Tea0 688.1 715.9 760.0 791 810 to 820 
Real estate 1/ 540.8 507.3 525.4 555.4 578 590 to 600 
Livestock and poultry 46.3 47.8 58.0 65.5 70 to 
a a 8 RSL eae enemies 
rops stor : i ; é 
ePeanetal assets 3/ 33.3 34.5 35.1 35.5 37 35 to 39 
Farm debt 166.1 147.4 136.2 131.4 129 125 to 131 
Real estate 4/ 88.6 80.8 74.1 69.7 67 64 to 68 
Nonreal estate i> 66.6 62.0 61nt 62 60 to 64 
Total farm equity 560.9 540.7 SiS its 628.6 662 685 to 695 
Percent 
Selected ratios: 
Debt-to-asset 22.8 21.4 19.0 lites 16 15 to 16 
Debt-to-equity 29.6 27.3 23.5 20.9 2 1 19 
Debt-to-net cash income 345.0 311.0 243.0 225.0 237 200 to 210 


F = forecast. 1/ Excludes value of operator dwellings. 2/ Non-CCC crops held on farm plus value above loan 
pate for crops held under CCC. 3/ Excludes time deposits and savings bonds. 4/ Includes CCC storage and drying 
oans. 


Appendix table 7b--Balance sheet of the farming sector, including operator households, December 31, 1985-90 


Item 1985 1986 1987 1988 1989 1990F 
Billion dollars 

Farm assets 884.6 839.1 883.6 935.1 970 995 to 1,005 
Real estate 650.0 606.0 633.5 665.8 688 705 to 715 
Livestock and poultry 46.3 47.8 58.0 65.5 70 70 to 74 
Machinery and motor vehicles 88.3 86.1 5 85.7 88 88 to 92 
Crops 1/ 22a 16.7 18.0 23.0 24 22 to 26 
Household goods 27.8 28.7 32.9 37.0 41 43 to 47 
Financial assets 49.3 53.8 56.7 58.1 59 57 to 61 

Farm debt 187.9 166.6 153.7 140.5 146 141 to 147 
Real estate 2/ 105.7 95.9 87.7 83.0 81 77 to 81 
Nonreal estate 82.2 70.8 66.0 65.6 66 63 to 67 

Total farm equity 696.7 672.5 729.9 786.6 824 850 to 860 

Percent 

Selected ratios: 
Debt-to-asset 2t.e 19.9 17.4 15.9 15 14 to 15 
Debt-to-equity 27.0 24.8 21.1 18.9 18 16 to 18 
Debt-to-net cash income 391.0 352.0 274.0 254.0 268 230 to 240 


wee em ee me me ewe ee ee ee mm et ew em eee ee em ee ee He ee Me Be eH He me ee ee Be ee ee ee ee ee Be ee ee ee ee ew ee ee we ee ew me ee ee ee ee ee ee eee wee eee eee 


F = forecast. 1/ Non-CCC crops held on farm plus value above loan rate for crops held under CCC. 2/ Includes 
CCC storage and drying loans. 
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Appendix table 8--Farm financial ratios: liquidity, solvency, profitability, and financial efficiency, 1985-90 


Farm financial ratios 1985 1986 1987 1988 1989 1990F 
Liquidity ratios: Ratio 
Household debt service 
coverage 1/ 3.91 4.22 5.07 5.46 5.3 5.7 to 5.9 
Farm business debt service 
coverage 2/ lite 2.31 2.89 3.14 2.9 3.2 to 3.4 
Debt servicing 3/ .19 -18 1D 14 1 mut Olwe. 
Times interest earned ratio 4/ 2.91 3.09 3.99 4.09 4.4 4.9 to 5.1 
: Percent 
Solvency ratios: 
Debt/asset 5/ 22.8 21.4 19.0 17.3 16.3 15 to 16 
Debt/equity 6/ 29.6 Cleo 2325) 20.9 19.5 18 to 19 
Percent 
Profitability ratios: 
Return on equity 7/ 1.9 1.9 3.4 3.2 3.6 3 to 4 
Return on assets 8/ 3.8 3.8 4.8 4.5 4.9 4 to 5 
Net farm_to gross cash farm 
income 9/ 19.9 20.7 25.1 24.7 26.2 27 to 29 
Financial efficiency Percent 
ratios: 
Gross ratio 10/ 69.3 68.9 65.8 65.7 69.2 59 to 61 
Interest to gross cash farm 
income 11/ 11.3 10.8 8.9 8.4 8.2 7 to 8 
Asset turnover 12/ 20.4 21.5 23.4 23.1 22.9 235 to 24 
Net cash farm income to debt 
ratio 13/ 37.4 40.6 49.9 54.2 53.0 58 to 60 
Ratio 
Financial leverage index 14/ -51 -50 oth .70 st olf Aote)- fs} 


F= forecast. 1/ Assesses the ability of farm sector households to repay both principal and interest. _ 
2/ Assesses the ability of farm businesses to repay both principal and interest. 3/ Indicates the proportion of 
gross cash farm income needed to service debt. 4/ Shows the farm sector’s ability to service debt out of net 
income. 5/ Shows the proportion of all assets that are financed with debt. 6/ Measures the relative proportion 
of funds provided by creditors (debt) and owners (equity). 7/ Measures the ability of farm sector management to 
realize an adequate return on the capital: invested by the owner(s). 8/ Measures how Sh teL Con managers use farm 
assets. 9/ The profit margin indicates profits earned per dollar of gross income. 10/ Gives the portion of gross 
cash farm income absorbed by production expenses (claims on farm businesses). 11/ Gives the proportion of gross 
cash farm income committed to interest payments. 12/ Measures the gross farm income generated per dollar of farm 
business assets. 13/ Indicates the burden placed on net cash farm income to retire outstanding debt. 
14/ Indicates whether or not the use of financial leverage is beneficial. 
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